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PART  0— STANDARDS  OF  CONDUCT 


Title  24  of  the  Code  of  Federal  Regu¬ 
lations  (formerly  Housing  and  Housing 
Credit)  is  rearranged,  imder  the  title  of 
“Housing  and  Urban  Development”,  to 
reflect  the  current  heculquarters  and  field 
organization  of  the  Dei>artment  and  to 
provide  a  chapter  for  the  regulations  of 
each  program  Assistant  Secretary.  In 
addition,  the  pertinent  regulations  in 
Title  44,  Chapter  vn  are  transferred  to 
Title  24,  and  Chapter  VH  is  vacated. 

Only  necessary  editorial  changes,  such 
as  correcting  references  to  headquarters 
suid  field  organization  or  deleting  obso¬ 
lete  material,  are  made  at  this  time. 
Substantive  changes  are  not  intended. 
However,  the  bylaws  of  the  Government 
National  Mortgage  Corporation  are  being 
codified  as  a  new  Part  310.  Many  parts  in 
which  no  changes  are  made  are  set  forth 
in  full  in  order  to  have  a  complete  body 
of  regulations  available  to  the  public.  All 
amendments  to  these  regulations  are  in¬ 
cluded  in  this  republication  through 
November  27,  1971. 

The  reorganization  and  redeslgnatlon 
of  Department  regulations  in  24  (JFR  are 
effective  December  22,  1971.  Title  24.  to¬ 
gether  with  a  table  of  redesignated  parts, 
is  set  forth  below  in  its  entirety. 

/s/  George  Romney, 
Secretary  of  Housing 
and  Urban  Development. 
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0  Standards  of  conduct. 

1  Nondiscrimination  in  federally 

assisted  programs  of  the  De¬ 
partment  of  Housing  and  Urban 
Development — effectuation  of 
title  VI  of  the  Civil  Rights  Act 
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Adthobitt:  ’The  provisions  of  this  Part  0 
Issued  under  18  U.S.C.  201  through  209;  E.O. 
11222  Of  May  8.  1965,  30  F.R.  6469,  3  CPR 
1965  Supp.;  5  CPR  735.104. 


Subpart  A — General  Provisions 
§  0.735—101  Purpose. 

The  maintenance  of  unusually  high 
standards  of  honesty.  Integrity,  impar¬ 
tiality.  and  conduct  by  Government 
employees  and  special  Government  em¬ 
ployees  is  essential  to  assure  the  proper 
performance  of  the  (3ovemment  business 
and  the  maintenance  of  confldence  by 
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citizens  in  their  Government.  The  avoid¬ 
ance  of  misconduct  and  conflicts  of  In¬ 
terest  on  the  part  of  Government 
employees  and  special  Government  em¬ 
ployees  through  Informed  Judgment  Is 
indispensable  to  the  maintenance  of 
these  standards.  To  accord  with  these 
concepts,  this  part  sets  forth  the 
Department’s  regvilations  prescribing 
standards  of  conduct  and  responsibilities, 
and  governing  statements  of  employment 
and  financial  Interests  for  employees  and 
special  Government  employees. 

§  0.735—102  Definitions. 

(a)  “Department”  means  the  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment. 

(b)  “Employee”  means  an  ofiScer-  or 
employee  of  the  Department,  but  does 
not  Include  a  special  Government  em¬ 
ployee. 

(c)  “Special  Government  employee” 
means  an  ofiScer  or  employee  of  the  De¬ 
partment  appointed  to  serve  with  or 
without  compensation,  for  not  more  than 
130  days  during  any  period  of  365  con¬ 
secutive  days,  on  a  full-time,  part-time, 
or  intermittent  basis,  and  who  is  re¬ 
tained,  designated,  appointed,  or  em¬ 
ployed  as  a  special  Government  employee 
under  the  provisions  of  section  202  of 
title  18  of  the  United  States  Code. 

(d)  “Person”  means  an  individual,  a 
corporation,  a  company,  an  association, 
a  firm,  a  partnership,  a  society,  a  joint 
stock  company,  or  any  other  organiza¬ 
tion  or  institution. 

(e)  “Outside  employment”  means  all 
gainful  employment  other  than  the  per¬ 
formance  of  official  duties.  It  includes, 
but  is  not  limited  to,  working  for  an¬ 
other  employer,  the  management  or  op¬ 
eration  of  a  private  business  for  profit 
(Including  personally  owned  businesses, 
partnerships,  corporations,  and  other 
business  entitles),  and  other  self-em- 
plojmient. 

§0.735—103  Nolifit'ution  ii»  riiiployet's 
and  special  Government  employees. 

The  provisions  of  this  part  and  all 
revisions  thereof  shall  be  brought  to  the 
attention  of  and  made  available  to: 

(a)  Each  employee  and  special  Gov¬ 
ernment  employee  at  the  time  of  is¬ 
suance  and  at  least  annually  thereafter; 

(b)  Each  new  employee  and  special 
Government  employee  at  the  time  of 
entrance  on  duty. 

§  0.735—104  Interpretation  and  advisory 
service. 

(a)  Department  counselor.  The  Gen¬ 
eral  Counsel  of  the  Department  is  des¬ 
ignated  Counselor  for  the  Department 
and  shall  serve  as  the  Department’s  des¬ 
ignee  to  the  Civil  Service  Commission  on 
matters  covered  by  this  part.  He  shall 
be  responsible  for  coordinating  the  De¬ 
partment’s  counseling  services  and  for 
assuring  that  counseling  and  interpreta¬ 
tions  on  questions  of  confiicts  of  interest 
and  other  matters  covered  by  this  part 
are  available  to  designated  deputy  coun¬ 
selors.  He  may  form  ad  hoc  committees 
to  evaluate  the  effectiveness  of  the  stand¬ 
ards.  or  to  consider  any  new  or  imusual 
question  arising  from  their  application. 


(b)  Deputy  counselors.  Such  deputy 
counselors  as  may  be  required  shall  be 
designated  by  the  Secretary  or  his  des¬ 
ignee  from  among  the  staff  of  the  Office 
of  the  General  Counsel  to  give  authori¬ 
tative  advice  and  guidance  to  current 
and  prospective  employees  and  special 
Government  employees  who  seek  advice 
and  guidance  on  questions  of  conflicts 
of  interest  and  on  other  matters  cov¬ 
ered  by  this  part. 

§  0.735—105  Reviewing  htutenieiits  and 
reporting  conflicts  of  interests. 

(a)  Subpart  D  of  this  part  and  the 
appendix  to  this  part  identify  the  cate¬ 
gories  of  positions  and,  as  necessary,  the 
specific  positions  in  which  the  hicumbent 
is  required  to  submit  a  statement  of  em¬ 
ployment  and  financial  interests  to  an 
appropriate  Department  official  for  re¬ 
view. 

(b)  When  a  statement  submitted  un¬ 
der  Subpart  D  of  this  part  and  the 
appendix  to  this  part  or  information 
from  other  sources  indicates  a  conflict 
between  the  interests  of  an  employee  or 
special  Government  employee  and  the 
performance  of  his  services  for  the  Gov¬ 
ernment  and  when  the  conflict  or  ap¬ 
pearance  of  conflict  is  not  resolved  by 
the  Department  Counselor,  he  shall  re¬ 
port  the  information  concerning  the 
conflict  or  appearance  of  conflict  to  the 
Secretary. 

(c)  The  employee  or  special  Govern¬ 
ment  employee  concerned  shall  be  pro¬ 
vided  an  opportunity  to  explain  the  con¬ 
flict  or  appearance  of  conflict. 

(d)  If  the  resolution  of  the  conflict  or 
appearance  of  conflict  contemplates  or 
includes  any  of  the  remedial  action  Indi¬ 
cated  in  §  0.735-106  with  the  exception  of 
paragraph  (b)  (2) ,  appropriate  personnel 
officers  of  the  Department  shall  be  noti¬ 
fied  and  shall  participate  in  the  deter¬ 
mination  of  the  action  proix>sed  to  be 
effected. 

§  0.7.35—106  Disciplinary  and  oilier  re¬ 
medial  action. 

(a)  A  violation  of  this  part  by  an  em¬ 
ployee  or  special  Government  employee 
may  be  cause  for  appropiiate  disciplinary 
action,  which  may  be  in  addition  to  any 
penalty  prescribed  by  law. 

(b)  When,  after  consideration  of  the 
explanation  of  the  employee  or  special 
Government  employee  provided  by 
§  0.735-105,  the  Secretary  decides  that 
remedial  action  is  required,  he  shall  take 
immediate  action  to  end  the  conflicts  or 
appearance  of  conflicts  of  interest.  Re¬ 
medial  action  may  include,  but  is  not 
limited  to: 

(1)  Changes  in  assigned  duties; 

(2)  Divestment  by  the  employee  or  spe¬ 
cial  Government  employee  of  his  con¬ 
flicting  Interest;  and  unless  otherwise 
provided  divestiture  is  to  be  completed 
within  60  days  after  notice  of  a  decision 
that  a  conflict  exists. 

(3)  Disciplinary  action;  or 

(4)  Disqualification  for  a  particular  as¬ 
signment. 

Remedial  action,  whether  disciplinary  or 
otherwise,  shall  be  effected  in  accordance 


2440.T 

with  any  applicable  laws.  Executive  or¬ 
ders,  and  regulations. 

(c)  If  any  of  the  remedial  action  in¬ 
dicated  in  this  section  with  the  exception 
of  paragraph  (b)(2)  of  this  section  Is 
contemplated,  appropriate  personnel  of¬ 
ficers  of  the  Department  shall  be  notified 
and  shall  participate  in  the  determina¬ 
tion  of  the  action  proposed  to  be  effected. 

Subpart  B — Conduct  and  Responsi¬ 
bilities  of  Employees 
§  0.735—201  Bailie  principle. 

(a)  Each  employee  must  realize  that 
the  Government’s  basic  and  controlling 
purpose  in  employing  him  Is  the  public 
interest,  rather  than  his  private  or  per¬ 
sonal  interest,  and  that  he  can  never  have 
a  right  of  tenure  that  transcends  the 
public  good.  He  can  properly  be  a  Gov¬ 
ernment  employee  only  as  long  as  it  re¬ 
mains  in  the  public  interest  for  him  to 
be  one.  Public  trust  and  confidence  in  the 
integrity  of  the  Government  are  para¬ 
mount. 

(b)  (1)  This  basic  principle  applies 
with  special  force  and  effect  In  the  De¬ 
partment  of  Housing  and  Urban  Devel¬ 
opment,  which  deals  directly  with  im¬ 
portant  segments  of  the  public,  and 
whose  success  depends  upon  public  trust 
and  confidence  in  its  actions.  The  official 
actions  of  the  Department  often  have  a 
direct  bearing  upon  the  financial  and 
other  Interests  of  individuals,  firms,  and 
institutions  with  which  it  does  btisiness. 
Furthermore,  the  effective  accomplish¬ 
ment  of  the  Department’s  mission  is  sig¬ 
nificantly  dependent  upon  a  public  image 
that  engenders  confidence  in  the  Depart¬ 
ment’s  integrity.  Accordingly,  the  avoid¬ 
ance  of  any  involvement  that  tends  to 
damage  that  image  Is  a  responsibility  of 
exceptional  importance  for  all  employ¬ 
ees  who  participate  in  or  influence  official 
operating  determinations  that  affect  the 
interests  of  those  wdth  whom  the  Depart¬ 
ment  does  business. 

(2)  If  there  is  knowledge  of  an  em¬ 
ployee’s  involvement  in  or  association 
with  circumstances  reasonably  construed 
to  reduce  public  confidence  in  the  acts 
or  determinations  of  the  Department, 
such  knowledge  may  be  sufficient  cause 
for  the  initiation  of  action  adverse  to 
the  employee.  Employees,  therefore,  are 
alerted  to  the  gravity  with  which  the 
Department  will  view  any  such  Involve¬ 
ment,  especially  if  it  has  to  do  with 
conflicts  of  Interest  or  the  compromise 
of  integrity — whether  real  or  only 
apparent. 

§  ().7.3.>— 202  l’r<>*.<'rili<-4l  ai'lioii-. 

An  employee  shall  avoid  any  action, 
whether  or  not  specifically  prohibited  by 
the  regulations  In  this  subpart,  which 
might  result  In,  or  create  the  appearance 
of: 

(a)  Using  public  office  for  private 
gain; 

(b)  Giving  preferential  treatment  to 
any  person; 

(c)  Impeding  Government  efficiency 
or  economy; 

(d)  Losing  complete  independence  or 
impartiality; 
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(e)  Making  a  Government  decision 
outside  ofDcial  channels;  or 

(f)  Affecting  adversely  the  confidence 
of  the  public  in  the  integrity  of  the 
Qovenunent. 

§  0.735—203  Gifts,  entertainment,  and 
favors. 

(a)  Except  as  provided  in  paragraphs 

(b)  and  (e)  of  this  section,  an  employee 
shall  not  solicit  or  accept,  directly  or  in¬ 
directly,  any  gift,  gratuity,  favor,  enter¬ 
tainment,  loan,  or  any  other  thing  of 
monetary  value,  from  a  person  who: 

(1)  Has,  or  is  seeking  to  obtain,  con¬ 
tractual  or  other  business  or  financial 
relations  with  the  Department; 

(2)  Conducts  operations  or  activities 
that  are  regulated  by  the  Department;  or 

(3)  Has  Interests  that  may  be  sub¬ 
stantially  affected  by  the  performance  or 
nonperformance  of  the  employee’s  official 
duty. 

(b)  The  prohibitions  of  paragraph 
(a)  of  this  section  do  not  apply  in  the 
following  cases: 

(1)  Obvious  family  or  personal  rela¬ 
tionships,  such  as  those  between  the 
parents,  children,  or  spouse  of  the  em¬ 
ployee  and  the  employee,  when  the 
circumstances  make  it  clear  that  it  is 
those  relationships  rather  than  the 
business  of  the  persons  concerned  which 
are  the  motivating  factors; 

(2)  Acceptance  of  food  and  refresh¬ 
ments  of  nominal  value  on  infrequent 
occasions  in  the  ordinary  course  of  a 
limcheon  or  dinner  meeting  or  oUier 
meeting  or  on  an  inspection  tour  where 
an  employee  may  properly  be  In 
attendance; 

(3)  The  acceptance  of  loans  from 
banks  or  other  financial  institutions  on 
customary  terms  to  finance  proper  and 
usu(d  activities  of  employees,  such  as 
home  mortgage  loans;  and 

(4)  The  acceptance  of  unsolicited  ad¬ 
vertising  or  promotional  material,  such 
as  pens,  pencils,  note  pads,  calendars, 
and  other  items  of  nominal  intrinsic 
value. 

(c)  An  employee  shall  not  solicit  a 
contribution  from  another  employee  for 
a  gift  to  an  official  superior,  make  a 
donation  as  a  gift  to  an  official  sui>erior, 
or  accept  a  gift  from  an  employee  receiv¬ 
ing  less  pay  than  himself  (5  UH.C.  7351) . 
However,  this  parsigraph  does  not  pro¬ 
hibit  a  voluntary  gift  of  nominal  value 
or  donation  in  a  nominal  amount  made 
on  a  special  occasion  such  as  marriage, 
illness  or  retirement. 

(d)  An  employee  shall  not  accept  a 
gift,  present,  decoration,  or  other  thing 
from  a  foreign  government  unless  au¬ 
thorized  by  Congress  as  provided  by  the 
Constitution  and  in  5  U.S.C.  7342. 

(e)  Neither  this  section  nor  S  0.735- 
204  precludes  an  employee  from  receipt 
of  bona  fide  reimbursement,  imless  pro¬ 
hibited  by  law,  for  expenses  for  travel 
and  such  other  necessary  subsistence  as 
is  compatible  with  this  part  for  which 
no  Government  pasrment  or  reimburse¬ 
ment  is  made.  However,  this  paragraph 
does  not  allow  an  employee  to  be  reim¬ 
bursed,  or  payment  to  be  made  on  his 
behalf,  for  excessive  personal  living  ex- 
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penses,  gifts,  entertainment,  or  other 
personal  benefits,  nor  does  it  allow  an 
employee  to  be  reimbursed  by  a  person 
for  travel  on  official  business  imder  De¬ 
partment  orders  when  reimbursement 
is  proscribed  by  Decision  B-128527  of  the 
Comptroller  General  dated  March  7, 
1967 

§  0.735—204  Outside  employment  and 
other  activity. 

(a)  An  employee  shall  not  engage  in 
outside  employment  or  other  outside 
activity  not  compatible  with  the  full  and 
proper  discharge  of  the  duties  and  re¬ 
sponsibilities  of  his  Government  employ¬ 
ment.  Incompatible  activities  Include  but 
are  not  limited  to: 

(1)  Acceptance  of  a  fee,  compensa¬ 
tion.  gift,  pa3anent  of  expense,  or  any 
other  thing  of  monetary  value  In  cir¬ 
cumstances  in  which  acceptance  may 
result  in.  or  create  the  appearance  of, 
conflicts  of  interest; 

(2)  Outside  employment  which  tends 
to  impair  his  mental  or  physical  capacity 
to  perform  his  Government  duties  and 
responsibilities  in  an  acceptable  manner; 

(3)  Activities  that  may  be  construed 
by  the  public  to  be  the  official  acts  of  the 
Department; 

(4)  Activities  that  establish  relation¬ 
ships  or  property  Interests  that  may  re¬ 
sult  in  a  conflict  between  his  private  in¬ 
terests  and  his  official  duties;  and 

(5)  Eknployment  that  may  involve  the 
use  of  Information  secured  as  a  result  of 
emplo3anent  in  the  Department  to  the 
detriment  of  the  Department  or  the  pub¬ 
lic  interest,  or  that  may  give  preferential 
treatment  to  any  person,  corporation, 
public  agency,  or  group. 

(6)  Engaging  directly  or  indirectly  in 
the  purchase,  sale  or  management  of  real 
estate,  including  the  financing  of  realty 
transactions;  except  (i)  the  employee’s 
residence,  immediate  past  residence, 
vacation  or  retirement  home,  or  (li) 
realty  transactions  Involving  a  moderate 
scale  of  investment  properties  which  are 
not  likely  in  the  foreseeable  future  to  be 
involved  in  a  HUD  program. 

(7)  Employment  related  to  or  similar 
to  the  substantive  programs  conducted 
by  any  part  of  the  Department.  This  In¬ 
cludes,  but  is  not  limited  to,  the  broad 
fields  of  real  estate,  mortgage  lending, 
property  Insurance,  construction,  con¬ 
struction  financing,  and  land  and  real 
estate  planning. 

(8)  Eknployment  with  any  person, 
firm,  or  other  private  organization  hav¬ 
ing  business  either  directly  or  indirectly 
with  the  Department. 

(b)  An  employee  shall  not  receive  any 
salary  or  anything  of  monetary  value 
from  a  private  source  as  compensation 
for  his  services  to  the  Government  (18 
U.S.C.  209) . 

(c)  Pull-time  employees  and  part-time 
employees  with  a  regularly  scheduled 
tour  of  duty  must  obtain  the  prior  ap¬ 
proval  of  the  appropriate  deputy  coun¬ 
selor  before  engaging  in  outside  employ¬ 
ment  in  the  following  categories: 

(1)  Employment  in  the  same  profes¬ 
sional  field  as  that  of  the  individual’s 
official  position.  However,  an  attorney 


in  this  Department  may.  In  off-duty 
hours  and  consistent  with  his  official  re- 
spoxisibllitles,  participate,  without  com¬ 
pensation  for  his  services.  In  a  program  to 
provide  legsd  assistance  and  representa¬ 
tion  to  poor  persons.  Such  participation 
shall  not  include  representation  or  as¬ 
sistance  in  any  Judicial  matter  or  pro¬ 
ceeding,  whether  Federal,  State,  or  local. 
Involving  programs  of  this  Department  or 
in  any  other  matter  or  proceeding  in 
which  the  United  States,  including  the 
District  of  Columbia,  Is  a  party  or  has  a 
direct  and  substantial  Interest.  Notice 
of  intention  to  participate  in  such  a  pro¬ 
gram  shall  be  given  by  the  attorney  in 
writing  to  his  superior  in  such  detail  as 
that  official  shall  require. 

(2)  Emplosmient  by  State,  local,  or 
other  governmental  body. 

(d)  No  full-time  employee  or  part- 
time  employee  with  a  regularly  scheduled 
tour  of  duty  shall  maintain  a  publicly 
listed  place  of  business  without  the  prior 
approval  of  the  appropriate  deputy  coun¬ 
selor. 

(e)  Employees  are  encouraged  to  en¬ 
gage  in  teaching,  lecturing,  and  writing 
that  is  not  prohibited  by  law.  Executive 
order,  Cfivil  Service  Commission  regula¬ 
tions,  or  this  part.  However,  an  em¬ 
ployee  shall  not,  either  for  or  without 
compensation,  engage  in  teaching,  lec¬ 
turing,  or  writing,  including  teaching, 
lecturing,  or  writing  for  the  purpose  of 
the  special  preparation  of  a  person  or 
class  of  persons  for  an  examination  of 
the  Civil  Service  Commission  or  Board  of 
Examiners  for  the  Foreign  Service,  that 
ts  dependent  on  Information  obtained 
as  a  result  of  his  Government  employ¬ 
ment,  except  when  that  Information  has 
been  made  available  to  the  general  pub¬ 
lic  or  will  be  made  available  on  request, 
or  when  the  Secretary  or  his  designee 
gives  written  authorization  for  the  use 
of  nonpublic  information  on  the  basis 
that  the  use  is  in  the  public  Interest. 

(1)  Each  employee  including  the  Sec¬ 
retary,  and  Including  each  full-time 
member  of  a  committee,  board,  or  com¬ 
mission  appointed  by  the  President,  shall 
not  receive  compensation  or  anything  of 
monetary  value  for  any  consultation,  lec¬ 
ture,  discussion,  writing,  or  appearance, 
the  subject  matter  of  which  is  devoted 
substantially  to  the  responsibilities,  pro¬ 
grams,  or  operations  of  the  Department, 
or  which  draws  substantially  on  official 
data  or  ideas  which  have  not  become 
part  of  the  body  of  public  Information 
pursuant  to  the  regulations  in  this  part. 

(2)  An  employee  may  use  his  name 
and  title  in  connection  with  articles  for 
publication  which  bear  upon  his  work 
in  the  Department  only  if  he  obtains  the 
approval  of  the  appropriate  deputy 
counselor. 

(f)  ’This  section  does  not  preclude  an 
employee  from: 

(1)  Participation  in  the  activities  of 
National  or  State  political  parties  not 
proscribed  by  law. 

(2)  Participation  in  the  affairs  of  or 
acceptance  of  an  award  for  a  meritorious 
public  contribution  or  achievement  given 
by  a  charitable,  rellgiom,  professional, 
social,  fraternal,  nonprofit  educational 
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and  recreational,  public  service,  or  civic 
organization. 

§  0.735—205  Financial  interests. 

(a)  An  employee  shall  not; 

(1)  Have  a  direct  or  indirect  financial 
interest  that  conflicts  substantially,  or 
appears  to  conflict  substantially,  with  his 
Government  duties  and  responsibilities. 

(2)  Engage  in,  directly  or  Indirectly, 
a  financial  transaction  as  a  result  of, 
or  primarily  relying  on.  Information 
obtained  through  his  Government  em¬ 
ployment. 

(3)  Acquire  securities  Issued  by  the 
Federal  National  Mortgage  Association. 

(4)  Acquire  ownership  of  stock  or 
other  Interest  in  a  rental  project 
financed  with  an  FHA  Insured  mortgage 
as  long  as  the  Insurance  is  in  force. 

(5)  Acquire  ownership  of  FHA  deben¬ 
tures  or  certificates  of  claim. 

(6)  Acquire  interest  in  a  coopera¬ 
tive  or  condominium  housing  project 
financed  under  the  National  Housing  Act 
if  the  interest  is  not  for  obtaining  a  home 
for  himself  or  his  family. 

(7)  Be  an  ofBcer  or  director  of  any 
organization  which  is  an  FHA  approved 
mortgagee  or  lending  institution  or  which 
services  mortgages  or  other  securities  for 
the  Department.  An  employee  may  hold 
stock  or  shares  in  such  organizations 
provided  his  ofBcial  duties  are  such  that 
the  holding  will  not  create  or  tend  to 
create  a  conflict  of  Interest.  The  prohi¬ 
bitions  of  this  paragraph  do  not  apply 
to  Federal  Credit  Unions  that  have  been 
approved  as  Title  I  lending  Institutions. 

(8)  Participate  directly  or  Indirectly 
in  any  real  estate  activities  for  specula¬ 
tive  purposes  as  (Ustinguished  from  bona 
fide  investment  purposes  on  a  moderate 
scale.  There  Is  a  presumption  of  specu¬ 
lation  when  the  use  of  borrowed  funds 
Is  involved  on  a  continuing  basis  or  in 
large  sums  or  the  income  characteristic 
of  an  investment  is  disproportionate  or 
absent. 

(b)  (1)  No  employee,  including  a  spe¬ 
cial  Government  employee,  may  partic¬ 
ipate  as  such  in  any  matter  in  which  to 
his  knowledge  he,  his  spouse,  minor  child, 
organization  in  which  he  Is  serving  as 
an  ofittcer,  director,  trustee,  partner,  or 
employee,  or  a  partner  htus  a  financial 
Interest.  He  must  also  not  participate  in 
any  matter  in  which  to  his  knowledge  a 
person,  business,  or  nonprofit  organiza¬ 
tion  with  whom  he  Is  seeking,  or  has  an 
arrangement  for,  employment  has  a 
financial  Interest  (18  U.S.C.  208(a) ). 

(2)  Subparagraph  (1)  of  this  para¬ 
graph  does  not  apply: 

(1)  If  the  OfBcer  or  employee  first  ad¬ 
vises  the  Department  counselor  in  writ¬ 
ing  of  the  nature  and  circumstances  of 
the  matter,  makes  full  dlsclosm-e  of  the 
financial  interest,  and  receives  in  ad¬ 
vance  a  written  determination  by  such 
ofBcial  or  his  designee  that  such  interest 
is  not  so  substantial  as  to  be  deemed 
likely  to  affect  the  integrity  of  the  serv¬ 
ices  which  the  Government  may  expect 
from  such  ofBcer  or  employee ;  or 

(ii)  If  the  financial  Interest  Is  within 
one  of  the  following  categories  which  are 
hereby  exempted  from  the  requirements 
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of  section  208(a)  of  title  18,  United 
States  Code  as  being  too  remote  or  too 
inconsequential  to  affect  the  integrity  of 
a  Government  officer’s  or  employee’s 
services ; 

(a)  Any  holding  in  a  widely  held  mu¬ 
tual  fund,  or  regulated  investment  com¬ 
pany,  which  does  not  specialize  in  any 
particular  industry. 

(b)  Ownership  of  shares  of  stock  and 
of  corporate  bonds  or  other  corporate 
securities,  if  the  current  aggregate  value 
of  the  stocks  and  other  securities  so 
owned  in  any  single  corporation  is  less 
than  $7,500  and  is  less  than  1  percent 
of  the  outstanding  stock  of  the  organiza¬ 
tion  concerned,  and  if  the  employee,  his 
spouse,  or  minor  children  are  not  active 
in  the  management  of  the  organization 
and  have  no  other  connection  with  or 
interest  in  it. 

(c)  Continued  participation  in  a  bona 
fide  pension,  retirement,  group  life, 
health,  or  accident  insurance  plan  or 
other  employee  welfare  or  benefit  plan 
that  is  maintained  by  a  business  or  non¬ 
profit  organization  by  which  the  em¬ 
ployee  was  formerly  employed,  to  the 
extent  that  the  employee’s  rights  in  the 
plan  are  vested  and  require  no  additional 
services  by  him  or  further  payments  to 
the  plan  by  the  organization  with  re¬ 
spect  to  the  services  of  the  employee.  To 
the  extent  that  such  plans  are  profit 
sharing  or  stock  bonus  plans,  this  exemp¬ 
tion  shall  not  apply. 

(c)  This  section  does  not  preclude  an 
employee  from  having  a  financial 
interest  or  engaging  in  financial  trans¬ 
actions  to  the  same  extent  as  a  private 
citizen  not  employed  by  the  Government 
so  long  as  it  is  not  prohibited  by  law. 
Executive  Order  11222,  Civil  Service 
Commission  regulations,  or  this  part. 

§  0.735—206  Use  of  Government  prop¬ 
erty. 

An  employee  shall  not  directly  or  in¬ 
directly  use,  or  allow  the  use  of  Govern¬ 
ment  property  of  any  kind,  including 
property  leased  to  the  Government,  for 
other  than  officially  approved  activities. 
An  employee  has  a  positive  duty  to  pro¬ 
tect  and  conserve  CJovernment  property, 
including  equipment,  supplies,  and  other 
property  entrusted  or  issued  to  him. 

§  0.735—207  Misuse  of  information. 

For  the  purpose  of  furthering  a  private 
interest,  an  employee  shall  not,  except 
as  provided  in  S  0.735-204(e),  directly 
or  indirectly  use,  or  allow  the  use  of,  of¬ 
ficial  information  obtained  through  or  in 
connection  with  his  Government  employ¬ 
ment  which  has  not  been  made  available 
to  the  general  public. 

§  0.735—208  Indebtedness. 

An  employee  shall  pay  each  just  fi¬ 
nancial  obligation  in  a  proper  and  timely 
manner,  especially  one  Imposed  by  law, 
such  as  Federal,  State,  and  local  taxes. 
For  the  purpose  of  this  section,  a  “just 
financial  obligation”  means  one  acknowl¬ 
edged  by  the  employee  or  reduced  to 
judgment  by  a  court,  and  “in  a  proper 
and  timely  manner”  means  In  a  man¬ 
ner  which  the  Department  determines 
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does  not,  under  the  clrctunstances,  re¬ 
flect  adversely  on  the  Government  as 
his  employer.  In  the  event  of  a  dispute 
between  an  employee  and  an  alleged 
creditor,  this  section  does  not  require  the 
Department  to  determine  the  validity  or 
amount  of  the  disputed  debt. 

§  0.735—209  Cnntbling,  belling,  and  lot¬ 
teries. 

An  employee  shall  not  participate, 
while  on  Government  owned  or  leased 
property  or  while  on  duty  for  the  Depart¬ 
ment,  in  any  gambling  activity  Including 
the  operation  of  a  gambling  device,  in 
conducting  a  lottery  or  pool,  in  a  game 
for  money  or  property,  or  in  selling  or 
purchasing  a  number  slip  or  ticket.  How¬ 
ever,  this  section  does  not  preclude 
activities: 

(a)  Necessitated  by  an  employee’s  law 
enforcement  duties; 

(b)  Under  section  3  of  Executive  Or¬ 
der  10927,  namely,  solicitations  conducted 
by  organizations  composed  of  employees 
among  their  own  members  for  organiza¬ 
tional  support  or  for  benefit  or  welfare 
funds  for  their  members,  or  similar  De¬ 
partment-approved  activities. 

§  0.735—210  (General  rondurt;  and  con¬ 
duct  prejudifiul  to  the  Government. 

(a)  Each  employee  shall  conduct  him¬ 
self  in  a  manner  that  facilitates  the  ef¬ 
fective  accomplishment  of  the  work  of 
the  Department,  observing  at  all  times 
the  requirements  of  courtc.^jy,  considera¬ 
tion,  and  promptness  in  dealing  with  the 
public  and  with  persons  or  organizations 
having  business  with  the  Department: 

(b)  An  employee  shall  not  engage  in 
criminal,  infamous,  dishonest,  immoral, 
or  notoriously  disgraceful  conduct,  or 
other  conduct  prejudicial  to  the  Govern¬ 
ment. 

§0.735—211  Intermediaries  and  prod¬ 
uct  recommendations. 

No  employee  shall  recommend  or  sug¬ 
gest  the  use  of  any  particular  or  identi¬ 
fied  nongovernmental  intermediary  to 
deal  with  the  Department  nor  shall  he 
recommend  any  device  or  product  tested 
by  or  for,  or  used  by,  the  Department, 
except  as  required  by  his  ofBcial  duties. 
§  0.735—212  Membership  in  organiza¬ 
tions. 

(a)  An  employee  may  not,  in  his  offi¬ 
cial  capacity  as  an  officer  or  employee  of 
the  Department,  serve  as  a  member  of  a 
non-Federal  or  private  organization  ex¬ 
cept  where  express  statutory  authority 
exists,  or  statutory  language  necessarily 
implies  such  autnority,  or  where  the 
Secretary  has  determined  in  writing  that 
such  service  would  be  beneficial  to  the 
Department  and  consistent  with  such 
officer’s  or  employee’s  service  as  a  De¬ 
partment  employee.  However,  an  em¬ 
ployee  may  serve  in  an  Individual  capa¬ 
city  as  a  member  of  a  non-Federal  or 
private  organization,  provided  that: 

(1)  His  membership  does  not  violate 
the  restrictions  noted  in  §  0.735-204;  and 

(2)  His  official  title  or  organization 
connection  is  not  showm  on  any  listing 
or  presented  in  any  activity  of  the  orga¬ 
nization  in  such  a  manner  as  to  imply 
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that  he  is  acting  in  his  official  capacity. 

(b)  An  employee  may  be  designated 
in  writing  to  serve  as  a  liaison  repre¬ 
sentative  of  the  Department  to  a  non- 
Federal  or  private  organization  when  the 
Secretary,  the  Under  Secretary,  an  As¬ 
sistant  Secretary,  the  General  Counsel, 
or  a  Regional  Administrator,  as  appro¬ 
priate,  has  determined  that  such  service 
would  be  beneficial  to  the  Department 
and  provided  that: 

(1)  The  activity  relates  to  the  work  of 
the  Department. 

(2)  The  employee  does  not  participate 
by  vote  in  the  policy  determinations  of 
the  organization. 

(3)  The  Department  is  in  no  way 
bound  by  any  vote  or  action  taken  by  the 
organization. 

§  0.733—21.3  Froliihiit'd  aclivilies  by  for¬ 
mer  employees. 

A  former  officer  or  employee  or  former 
Special  Government  employee  of  the  ex¬ 
ecutive  branch  of  the  U.S.  Government, 
of  any  independent  agency  of  the  United 
States  or  of  the  District  of  Columbia  shall 
not: 

(a)  At  any  time  after  his  Government 
employment  has  ended,  knowingly  act 
as  an  agent  or  attorney  for  anyone  other 

'than  the  United  States  in  connection 
with  any  matter  Involving  a  specific  party 
or  parties  in  which  the  United  States  is 
a  party  or  has  a  direct  or  substantial 
Interest  and  in  which  he  participated 
personally  and  substantially  as  an  officer 
or  employee  for  the  Government  through 
decision,  approval,  disapproval,  recom¬ 
mendation,  the  rendering  of  advice,  in¬ 
vestigation,  or  otherwise  while  so  em¬ 
ployed.  (18  U.S.C.  207(a).) 

(b)  Within  1  year  after  his  Govern¬ 
ment  employment  has  ended,  appear  per- 
somdly  before  any  court  or  department 
or  agency  of  the  Government  as  agent, 
or  attorney  for,  anyone  other  than  the 
United  States  in  connection  with  any 
matter  involving  a  specific  party  or  par¬ 
ties  in  which  the  United  States  is  a  party 
or  directly  or  substantially  interested, 
and  which  was  imder  his  official  responsi¬ 
bility  as  an  officer  or  employee  of  the 
Government  at  any  time  within  a  period 
of  one  year  prior  to  the  termination  of 
such  responsibility  (18  U.S.C.  202(b)  and 
207(b)). 

§  0.735—214  Miscellaneous  statutory  pro- 
▼isions. 

Each  employee  shall  acquaint  himself 
with  each  statute  that  relates  to  his 
ethical  and  other  conduct  as  an  employee 
of  the  Department  and  of  the  Govern¬ 
ment.  The  attention  of  each  employee  is 
directed  to  the  following  statutory  pro¬ 
visions: 

(a)  House  Concurrent  Resolution  175, 
85th  Congress,  second  session.  72  Stat. 
B12,  the  “Code  of  Ethics  for  Govern¬ 
ment  Service”. 

(b)  Chapter  11  of  'HUe  18,  United 
States  Code,  relating  to  bribery,  graft, 
and  conflicts  of  interest,  as  appropriate 
to  the  employees  concerned. 

(c)  The  prohibition  against  lobbying 
with  appropriated  funds  (18  UjS.C. 
1«13). 
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(d)  The  prohibitions  against  disloyalty 
and  striking  (5  U.S.C.  7311,  18  UJS.C. 
1918). 

(e)  The  prohibition  against  the  em¬ 
ployment  of  a  member  of  a  Communist 
organization  (50  UH.C.  784) . 

(f)  The  prohibitions  against  (1)  the 
disclosure  of  classified  information  (18 
U.S.C.  798,  50  U.S.C.  783) :  and  (2)  the 
disclosure  of  confidential  information 
(18  UH.C.  1905). 

(g)  The  provision  relating  to  the 
habitual  use  of  intoxicants  to  excess  (5 
U.S.C.  7352). 

(h)  The  prohibition  against  the  mis¬ 
use  of  a  Government  vehicle  (31  UH.C. 
638a(c)). 

(i)  The  prohibition  against  the  mis¬ 
use  of  the  franking  privilege  (18  U.S.C. 
1719). 

(j)  The  prohibition  against  the  use  of 
deceit  in  an  examination  or  personnel 
action  in  connection  with  Ck)vemment 
employment  (18  US.C.  1917). 

(k)  The  prohibition  against  fraud  or 
false  statements  in  a  Government  matter 
(18  U.S.C.  1001). 

(l)  The  prohibition  against  mutilating 
or  destroying  a  public  record  (18  U.S.C. 
2071). 

(m)  The  prohibition  against  counter¬ 
feiting  and  forging  transportation  re¬ 
quests  (18  U.S.C.  508). 

(n)  The  prohibitions  against  (1)  em¬ 
bezzlement  of  Government  money  or 
property  (18  U.S.C.  641);  (2)  failing  to 
account  for  public  money  (18  UJS.C.  643) ; 
and  (3)  embezzlement  of  Uie  money  or 
property  of  another  person  in  the  pos¬ 
session  of  an  employee  by  reason  of  his 
employment  (18  UH.C.  654). 

(o)  The  prohibition  against  unau¬ 
thorized  use  of  dociunents  relating  to 
claims  from  or  by  the  Government  (18 
UJS.C.  285). 

(p)  The  prohibitions  against  political 
activities  in  subchapter  m  of  chapter  73 
of  title  5,  United  States  Code,  and  18 
UJS.C.  602,  603,  607,  and  608. 

(q)  The  prohibition  against  an  em¬ 
ployee  acting  as  the  agent  of  a  foreign 
principal  registered  under  the  Foreign 
Agents  Registration  Act  (18  U.S.C.  219). 

Subpart  C — Conduct  and  Responsi¬ 
bilities  of  Special  Government 

Employees 

§  0.735—301  Uae  of  Govemment  em¬ 
ployment. 

A  special  Government  employee  shall 
not  use  his  Government  emplosment  for 
a  purpose  that  is,  or  gives  the  appearance 
of  being,  motivated  by  the  desire  for  pri¬ 
vate  gain  for  himself  or  another  person, 
particularly  one  with  whom  he  has  fam¬ 
ily,  business,  or  financial  ties. 

§  0.735—302  Use  of  inside  information. 

(a)  A  special  Government  employee 
shall  not  use  inside  information  obtained 
as  a  result  of  his  Government  employ¬ 
ment  for  private  gain  for  himself  or  an¬ 
other  person  either  by  direct  action  on 
his  pait  or  by  cotmsel,  recommendatltm, 
or  suggestion  to  another  person,  particu¬ 
larly  one  with  whom  he  has  family,  busi¬ 
ness,  or  financial  ties.  For  the  purp>ose  of 


this  section,  “inside  information”  means 
information  obtained  under  Government 
authority  which  has  not  become  part  of 
the  body  of  public  information. 

(b)  Special  <3ovemment  employees 
may  teach,  lecture,  or  write  in  a  manner 
consistent  with  the  provisions  of  S  0.735- 
204(e). 

§  0.735—303  Coercion. 

A  sp>ecial  Government  employee  shall 
not  use  his  Government  emplojrment  to 
coerce,  or  give  the  app>earance  of  coerc¬ 
ing,  a  person  to  provide  financial  benefit 
to  himself  or  another  person,  particularly 
one  with  whom  he  has  family,  business, 
or  financial  ties. 

§  0.735—304  Gifu,  entertainment,  and 
favors. 

(a)  Except  as  provided  in  paragraph 
(b)  of  this  section,  a  sp)ccial  Government 
employee,  while  so  employed  or  in  con¬ 
nection  with  his  employment,  shall  not 
receive  or  solicit  from  a  p>erson  having 
business  with  the  Depxutment  ansrthlng 
of  monetary  value  as  a  gift,  gratuity, 
loan,  entertainment,  or  favor  for  himself, 
or  another  p>erson,  particularly  one  with 
whom  he  has  family,  business,  or  finan¬ 
cial  ties. 

(b)  The  exceptions  of  5  0.735-203  (b), 
which  are  applicable  to  employees,  are 
also  applicable  to  spieclal  Goverrunent 
employees. 

§  0.735—305  Applicability  of  other  pro¬ 
visions. 

(a)  Each  special  Government  em¬ 

ployee  is  subject  to  the  provisions  of 
8#  0.735-201,  0.735-205(b).  0.735-206 

through  0.735-210.  0.735-212,  0.735-213, 
0.735-214,  and  0.735-411. 

(b)  Each  special  Government  employee 
shall  acquaint  himself  with  each  statute 
listed  in  8  0.735-214.  A  special  Govern¬ 
ment  employee  engaged  on  an  Irregular 
or  occasional  basis  is  boimd  by  the  politi¬ 
cal  activity  restrictions  of  the  former 
Hatch  Act  cited  in  8  0.735-2 14  (p)  only 
while  in  an  active  duty  status  and  for 
the  entire  24  hours  of  any  day  during 
which  he  is  actually  employed. 

Subpart  D— Statements  of  Employ¬ 
ment  and  Financial  Interests 

§  0.735—401  Employees  required  to  sub¬ 
mit  statements. 

Except  as  provided  in  8  0.735-403,  the 
following  categories  of  employees  shall 
submit  statements  of  employment  and 
financial  Interest: 

(a)  Employees  paid  at  a  level  of  the 
Executive  schedule  in  subchapter  n  of 
chapter  53  of  title  5.  United  States  Code. 

(b)  Employees  classified  at  GS-13  or 
above  who  are  in  positions  identified  in 
the  appendix  to  this  part  as  positions  the 
incumbents  of  which  are  responsible  tor 
making  a  Government  decision  or  taking 
a  Government  action  in  regard  to: 

(1)  Contracting  or  procurement: 

(2)  Administering  or  monitoring 
grrants  or  subsidies; 

(3)  Regulating  or  auditing  private  or 
other  non-Pederal  enterprise;  or 

(4)  Other  activities  where  the  deci¬ 
sion  or  action  has  an  economic  impeu:! 
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on  the  Interests  of  any  non-Pederal 
enterprise. 

(c)  Employees  classified  at  GS-13  or 
above  who  are  In  positions  which  the 
Department  has  determined  have  duties 
and  responsibilities  which  require  the 
Inciunbent  to  report  employment  and 
financial  Interests  In  order  to  avoid  In¬ 
volvement  In  a  possible  confiicts-of-ln- 
terest  situation  and  carry  out  the  purpose 
of  law.  Executive  order,  and  this  part. 
The  positions  are  identified  in  the  ap¬ 
pendix  to  this  part. 

(d)  Employees  classified  below  GS-13 
who  are  In  positions  wlilch  otherwise 
meet  the  crlterta  In  paragraph  (b)  or 
(c)  of  this  section.  These  positions  have 
been  approved  by  the  Civil  Service  Com¬ 
mission  as  exceptions  that  are  essential 
to  protect  the  hitegrity  of  the  Govern¬ 
ment  and  avoid  employee  Involvement  In 
a  possible  conflict-of-interest  situation. 
The  positions  are  identified  In  the  ap¬ 
pendix  to  this  part  by  footnote  1. 

§  0.735—402  Employee’s  roniplainl  on 
filing  requirement. 

Employees  have  the  opixu’tunity  for 
review  through  the  Department’s  griev¬ 
ance  procedures  of  a  complaint  by  an 
employee  that  his  position  has  been  im¬ 
properly  Included  under  these  regulations 
as  one  requiring  the  submission  of  a 
statement  of  employment  and  financial 
interests. 

§  0.735—403  Employees  not  required  to 
submit  statements. 

(a)  Employees  In  positions  that  meet 
the  criteria  in  9  0.735-401  (b)  may  be  ex¬ 
cluded  from  the  reporting  requirement 
when  the  Department  Counselor  deter¬ 
mines  that; 

(1)  The  duties  of  a  position  are  such 
that  the  likelihood  of  the  Incumbent’s 
Involvement  In  a  conflict-of-interest  sit¬ 
uation  is  remote; 

(2)  The  duties  of  a  position  are  at 
such  a  level  of  responsibility  that  the 
submission  of  a  statement  of  employ¬ 
ment  and  financial  Interests  Is  not  neces¬ 
sary  because  of  the  degree  of  supervision 
and  review  over  the  incumbent  or  the 
inconsequential  effect  on  the  Integrity 
of  the  Government. 

(b)  A  statement  of  employment  and 
financial  Interests  Is  not  required  by  this 
subpart  from  the  Secretary  or  a  full-time 
member  of  a  committee,  board,  or  com¬ 
mission  appointed  by  the  President. 
These  employees  are  subject  to  separate 
reporting  requirements  under  section  401 
of  the  Executive  order. 

§  0.7.35—101  Time  and  plat  e  f<»r  sub¬ 
mission  of  employees’  stateiueiils. 

(a)  An  employee  required  to  submit  a 
statement  of  employment  and  financial 
Interests  pursuant  to  §  0.735-401  and  the 
appendix  to  this  part  shall  submit  that 
statement  on  Form  HUD-844  (Revised) 
to  the  official  designated  in  paragraph 

(c)  of  this  section  not  later  than: 

(1)  Ninety  days  after  the  effective 
date  of  this  part  If  employed  on  or  before 
that  effective  date;  or 

(2)  Tliirty  days  after  his  entrance  on 
duty,  but  not  earlier  than  90  days  after 
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the  effective  date,  if  appointed  after 
that  effective  date. 

(b)  Additions  to,  deletions  from,  and 
other  amendments  of  the  list  of  positions 
In  the  appendix  to  this  part  may  be  made 
from  time  to  time  as  necessary  to  carry 
out  the  purpose  of  the  law.  Executive 
Order  11222,  and  Part  735  of  the  Civil 
Service  Commission  Regulations  (5  CFR 
Part  735).  Such  amendments  are  effec¬ 
tive  upon  actual  notification  to  the  In¬ 
cumbents.  The  amended  list  shall  be  sub¬ 
mitted  at  least  annually  for  publication 
in  the  Federal  Register. 

(c)  All  employees  shall  submit  their 
statements  directly  to  the  (general  Coim- 
sel  of  the  Department  as  Department 
Coimselor  for  review  and  custody.  Such 
statements  shall  be  enclosed  in  sealed 
envelopes  marked  “Standards  of  Con¬ 
duct — Department  Counselor:  Admin¬ 
istratively  Confidential”.  Statements 
previously  submitted  to  other  than  the 
Department  Counselor  for  review  shall 
be  transferred  to  the  Department  Coun¬ 
selor  for  custody. 

§  0.7.35—405  Supplomnilary  Klalenionis. 

(a)  Changes  In,  or  additions  to,  the 
information  contained  in  an  employee’s 
statement  shall  be  reported  to  the  De¬ 
partment  Counselor  in  a  supplementary 
statement  as  of  June  30  each  year.  If  no 
changes  or  additions  occur,  a  negative 
report  is  required. 

(b)  Notwithstanding  the  filing  of  the 
annual  report  required  by  this  section, 
each  employee  shall  at  all  times  avoid 
acquiring  a  financial  Interest  or  engag¬ 
ing  in  outside  employment  or  other  ac¬ 
tivity  that  could  result,  or  taking  an  ac¬ 
tion  that  would  result,  in  a  violation  of 
the  conflict-of-interest  provisions  of  sec¬ 
tion  208  of  title  18,  United  States  Code,  or 
Subpart  B  of  this  part. 

§  0.7.3.'>— 106  lnl«‘ro.«|s  of  i-nipl«ty«*c'!t 
rrlulive8. 

The  interest  of  a  spouse,  minor  child, 
or  other  member  of  an  employee’s  imme¬ 
diate  household  is  considered  to  be  an  in¬ 
terest  of  the  employee.  For  the  purpose 
of  this  section,  “member  of  an  employee’s 
Immediate  household”  means  those  blood 
relations  who  are  residents  of  the  em¬ 
ployee’s  household. 

§  0.735—407  Informalinn  not  known  by 
employees. 

If  any  information  required  to  be  in¬ 
cluded  on  a  statement  or  supplementai-y 
statement.  Including  holdings  placed  in 
trust,  is  not  known  to  the  employee  but 
is  known  to  another  person,  the  employee 
shall  request  that  other  per.son  to  sub¬ 
mit  information  in  his  behalf. 

§  0.7.35— 40B  Information  prohibited. 

Tills  subpart  does  not  require  an  em¬ 
ployee  to  report  Information  relating  to 
his  connection  with,  or  Interest  in,  a  pro¬ 
fessional  society  or  a  charitable,  reli¬ 
gious,  social,  fraternal,  recreational,  pub¬ 
lic  service,  civic,  or  political  organization 
or  a  similar  organization  not  conducted 
as  a  busine.ss  enterprise.  For  the  purpose 
of  this  section,  educational  and  other  in¬ 
stitutions  doing  research  and  develop- 
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ment  or  related  work  involving  grants  of 
money  from  or  contracts  with  the  Gov¬ 
ernment  are  deemed  “business  enter¬ 
prises”  and  are  required  to  be  included 
in  an  employee’s  statement. 

§  0.735—409  Confidoiitlality  of  employ¬ 
ees’  stiiiomenls. 

(a)  Each  statement  of  employment  and 
financial  interests,  and  each  supplemen¬ 
tary  statement,  shall  be  held  hi  confi¬ 
dence  by  the  Department.  To  insure  this 
confidentiality,  the  Civil  Service  Com¬ 
mission  regulations  provide  that: 

(1)  The  Department  shall  designate 
which  officials  and  employees  are  to  re¬ 
view  and  retain  the  statements; 

(2)  Officials  and  employees  designated 
imder  subparagraph  (1)  of  this  para¬ 
graph  are  responsible  for  maintaining 
the  statements  in  confidence  and  shall 
not  allow  access  to,  or  allow  information 
to  be  disclosed  from,  a  statement  except 
to  carry  out  the  purpose  of  this  part;  and 

(3)  'The  Department  may  not  disclose 
Information  from  a  statement  except  as 
the  Civil  Service  Commission  or  the  Sec¬ 
retary  may  determine  for  good  cause 
shown. 

(b)  For  the  purpose  of  carrying  out 
the  provisions  of  paragraph  (a)(1)  of 
this  section,  the  Department  Counselor 
shall  review  and  retain  employees’  state¬ 
ments. 

§  0.735—410  Effecl  of  employee’*  stnlc- 
meiits  on  oUier  requirements. 

The  statements  and  supplementary 
statements  required  of  employees  pur¬ 
suant  to  this  part  are  in  addition  to,  and 
not  in  substitution  for,  or  in  derogation 
of,  any  similar  requirement  Imposed  by 
law,  order,  or  regulation.  ’The  submission 
of  a  statement  or  supplementary  state¬ 
ment  by  an  employee  does  not  permit  him 
or  any  other  person  to  participate  in  a 
matter  in  wlilch  his  or  the  other  person’s 
participation  is  prohibited  by  law,  order, 
or  regulation. 

§0.735—411  Specific  proviKion*  fur 
*pe4'ial  Government  employer*. 

(a)  Except  as  provided  in  paragraph 

(c)  of  this  section,  each  special  Gov¬ 
ernment  employee  shall  submit  to  the 
Department  Counselor  for  review  and 
castody  Form  HUD-844-A  (Revised), 
Statement  of  Employment  and  Financial 
Interests. 

(b)  TTie  provisions  of  99  0.735-407 
through  0.735-410  are  applicable  to  a 
special  Government  employee  who  is  re¬ 
quired  to  file  a  statement. 

(c)  The  Secretary  or  his  designee  may 
waive  the  provisions  of  this  section  for 
the  submi.ssion  of  a  statement  in  the  case 
of  a  special  Government  employee  who 
is  not  a  consultant  or  an  expert  when 
the  Department  finds  that  the  duties  of 
the  position  held  by  that  special  Govern¬ 
ment  employee  are  of  a  nature  and  at 
such  level  of  responsibility  that  the  sub¬ 
mission  of  the  statement  by  the  incum¬ 
bent  is  not  necessary  to  protect  the  integ¬ 
rity  of  the  Government.  For  the  purpose 
of  this  paragraph,  “consultant”  and 
“expert”  have  the  meanings  given  those 
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terms  by  Chapter  304  of  the  l^eral  Per¬ 
sonnel  Manual. 

(d)  A  statement  required  to  be  sub¬ 
mitted  under  this  section  shall  be  sub¬ 
mitted  not  later  than  the  time  of 
employment  of  the  sp>eclal  Government 
employee.  Each  special  Government  em¬ 
ployee  shall  keep  his  statement  current 
throughout  his  employment  with  the  De¬ 
partment  by  the  submission  of  supple¬ 
mentary  statements. 

Appendix — ^List  of  Positions  Stibjjsct  To 

SUBPART  D 

Officers  and  employees  In  tbe  following 
positions  are  subject  to  tbs  provisions  at 
Subpart  D  of  this  part: 

OFTICK  or  THE  Secbetart 

Executive  A.sslstanit  to  the  Secretary. 
Administrative  Officer  to  the  Secretaiy. 
Special  Assistants  to  the  Secretary. 

Assistant  to  the  Secretary  for  Labco'  Relations. 
General  Assistant  Secretary. 

Assistant  to  the  Secretary  for  Congressional 
Relations. 

Director,  Office  of  PubUc  Affairs. 

Director,  Office  of  International  Affairs. 

Office  of  the  Under  Sextretart 
Under  Secretary. 

Deputy  Under  Secretary  for  Policy  Analysla 
and  Program  E^raluatloln. 

Special  Assistants  to  the  Under  Secretary. 

Office  or  the  General  Counsel 

General  Counsel. 

Deputy  General  Counsels. 

Special  Assistants  to  the  General  Counsel. 
Associate  General  Counsels. 

Assistant  General  Counsels. 

Regional  Counsels. 

Area  Counsels. 

Assistant  Secretary  for  Community  Plan- 
NiNO  AND  Management 

Assistant  Secretary. 

Deputy  Assistant  Secretary  for  Community 
Planning  and  Management. 

Director,  Office  of  Administration. 

Director,  Budget  Division. 

Director,  Management  and  Admlnlstraitlve 
Services  Division. 

Director,  Management  Information  DlvlMoo. 
Director,  Office  of  PoUcy  and  Program 
Development, 

Deputy  Director,  Office  of  Policy  and  Program 
Development. 

Director,  Urban  Growth  Policy  Division. 
Director,  Program  EvaluatKxi  Division. 
Director,  Program  Development  Division. 
Director,  Office  of  Planning  and  Management 
Grants. 

Director,  Program  Coordination  Division. 
Director,  Field  Support  Division. 

Director,  Office  of  State  and  Local  Mitnage- 
ment  Assistance. 

Director,  Int«govemmental  Relations 
Division. 

Director,  Management  Systems  Division. 
Director,  Technical  Assistance  Division. 
Director,  Office  of  Community  Goals  and 
StcmdardS. 

Director,  Environmental  ^d  Land  Use  Plan¬ 
ning  Division. 

Director,  Relocation  and  Worliable  Programs 
Division. 

Director,  Office  of  New  Communltlas 
Development, 

Deputy  Director,  Office  of  New  Communlttaa 
Development. 

Director,  AppUcatton  Review  Division. 
Director,  Project  Management  Division. 
Director,  OovemmentcU  Ualson  Division. 
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Assistant  Secretary  For  Equal 
Opportunity 

Assistant  Secretary. 

Special  Assistants  to  Assistant  Secretary. 

Deputy  Assistant  Secretary  for  Equal  Op¬ 
portunity. 

Director,  Office  of  Housing  Opportunity. 

Deputy  Director,  Office  of  Housing  Oppor¬ 
tunity, 

Director,  Investigation  Division. 

Director,  Conciliation  Division. 

Director.  Practices  and  Review  Division. 

Director,  Office  of  Contract  Compliance  and 
Employment  Opportunity. 

Director,  Contract  Compliance  Division. 

Director,  Job  Development  Division. 

Director,  Business  Development  Division. 

Director,  Program  Planning  and  Evaluation. 

Director,  Education  and  Training  Office. 

Assistant  Secretary  For  Housing  Produc¬ 
tion  and  Mortgage  Credit  and  Federal 
Housing  Commissioner 

Assistant  Secretary. 

Deputy  Assistant  Secretary  for  Housing  Pro¬ 
duction  and  Mortgage  Credit  and  Deputy 
Federal  Housing  Commissioner. 

Executive  Assistant  Commissioner. 

Assistant  Commissioner  for  Field  Operations. 

Assistant  Commissioner  for  Technical  and 
Credit  Standards. 

Assistant  Commissioner  for  Programa. 

Assistant  Commissioner  for  Subsidized  Hous¬ 
ing  Programs. 

Assistant  Commissioner  for  Unsubsldlzed  In¬ 
sured  Housing  Programs. 

Assistant  Commissioner  for  Rehabilitation. 

Assistant  Commissioner  for  Admlnistrstlon. 

Assistant  Commissioner  for  Property  Im¬ 
provement. 

Assistant  Commissioner-Comptroller. 

Administrator,  Office  of  Interstate  Land 
Sales  Regdetratlon. 

Deputy  Assistant  Commissioner  for  Technical 
and  Credit  Standards 

Deputy  Assistant  Commissioner  for  Pro¬ 
grams. 

Deputy  Assistant  Conunlssloner  for  Subsi¬ 
dized  Housing  Programs. 

Deputy  Administrator,  Office  of  Interstate 
Land  Sales  Registration. 

Director,  Mortgage  Insurance  Programs  Sup¬ 
port  Division. 

Director,  Publicly  Financed  Programs  Sup¬ 
port  Division. 

Director,  Architecture  and  Engineering 
Division. 

Director,  Subsidized  Mortgage  Insurance  Di¬ 
vision. 

Director,  Publicly  Financed  Housing  Divi¬ 
sion. 

Director,  Multifamily  Division. 

Director,  Single  Family  Division. 

Director,  Participation  and  Compliance  Re¬ 
view  Division. 

Director,  Management  and  Operations  Assist¬ 
ance  Division. 

Director,  Administrative  Proceedings  Divi¬ 
sion. 

Director,  Examination  Division. 

Government  National  Mortgacb 
Associatkmi 

President. 

Executive  Vice-President. 

Vloe-Prosldent-Oontroller. 

Secretary-Treasurer. 

Executive  Assistant. 

Director.  Office  of  Mortgage -Backed  Securi- 
tlea. 

Director  of  Loans. 


Assistant  Secretary  for  Communitt 
Development 

Assistant  Secretary. 

Deputy  Assistant  Secretary  for  Community 
Development. 

Executive  Assistant. 

Special  Assistant  to  the  Assistant  Secretary. 

Director,  Office  of  Management. 

Director,  Division  of  Program  Budgeting. 

Director,  Division  of  Organization  and  Man¬ 
agement. 

Director,  Division  of  Local  Finance  and  Ad¬ 
ministrative  Practices. 

Director,  Division  of  Administrative  Services. 

Director,  Office  of  Policy  and  Resource  Devel- 
c^ment. 

Deputy  Director,  Office  of  Policy  and  Resource 
Development. 

Director,  Policy  Development  Division. 

Director,  Evaluation  Division. 

Director,  Resource  Utilization  Division. 

Director,  Program  Regulations  Division. 

Director,  Office  of  Program  Support. 

Director,  Division  of  Field  Support. 

Deputy  Director  of  Field  Support. 

Director,  Division  of  Technical  Support. 

Deputy  Director,  Division  of  Technical  Sup¬ 
port. 

Chief,  ADP  and  Program  Statistics  Branch. 

Chief,  Conservation  and  Rehabilitation 
Branch. 

Chief,  Project  Engineering  Branch. 

Chief,  Real  Estate  Branch. 

Assistant  Secretary  for  Housing 
Management 

Assistant  Secretary. 

Deputy  Assistant  Secretary  for  Housing 
Management. 

Director,  Office  of  Administrative  and  Local 
Agency  Services. 

Director,  Project  Financing  Staff. 

Director,  Office  of  Field  Support. 

Director,  Office  of  Program  Development. 

Director,  Office  of  Housing  Programs. 

Director,  Office  of  Counseling  and  Community 
Services. 

Director,  Office  of  Loan  Management. 

Director,  Office  of  Property  Disposition. 

Audit  Liaison  Officer,  Office  of  Administrative 
and  Local  Agency  Services. 

Director,  Budget  Division,  Office  of  Adminis¬ 
trative  and  Local  Agency  Services. 

Director,  Local  Agency  Services  Division,  Of¬ 
fice  of  Administrative  and  Local  Agency 
Services. 

Supervisory  Supply  Management  Officer, 
Maintenance  Engineering  Division,  Office 
of  Housing  Programs. 

Director,  Reconditioning  and  Contracting 
Division,  Office  of  Property  Disposition. 

Director,  Contracting  Branch,  Reconditioning 
and  Oontractlng  Division,  Office  of  Property 
Disposition. 

Oonitractlng  Officers,  Reconditioning  and  Oon¬ 
tractlng  Division,  Office  of  Property  Disposi¬ 
tion. 

Director,  Ihnergency  Preparedness  Staff. 
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part  1— nondiscrimination  in 

FEDERALLY  ASSISTED  PROGRAMS 
OF  THE  DEPARTMENT  OF  HOUS¬ 
ING  AND  URBAN  DEVELOPMENT- 
EFFECTUATION  OF  TITLE  VI  OF 
THE  CIVIL  RIGHTS  ACT  OF  1964 

Sec. 
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1.2  Definitions. 

1.8  Application  of  Part  1. 

1 .4  Discrimination  prohibited. 

1.5  Assuranoes  required. 

1.6  Compliance  information. 

1 .7  Oonduot  of  Investigations. 

1 .8  Procedure  for  effecting  compliance. 

1.9  Hearings. 
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1.11  Judicial  review. 

1.12  Effect  on  other  regulations;  forms  and 

instructions. 

Appendix  A. 

Authoutt:  Hie  provisions  of  this  Part  1 
are  issued  under  sec.  002,  78  Stat.  262,  42 
UH.C.  2000d-l;  sec.  602(a),  62  Btat.  1288, 
12  UJ3.0.  1701c:  and  the  laws  listed  In  Ap¬ 
pendix  A  to  this  Part  1. 

§  1.1  Purpose. 

The  purpose  of  this  Part  1  Is  to  effec¬ 
tuate  the  provisions  of  Title  VI  of  the 
c:4vll  Rights  Act  of  1964  (hereafter  re¬ 
ferred  to  as  the  ‘'Act")  to  the  end  that 
no  person  in  the  United  States  shall,  on 
the  ground  of  race,  color,  or  national 
origin,  be  excluded  from  participation 
in,  be  denied  the  benefits  of.  or  be  other¬ 
wise  subjected  to  discrimination  under 
any  program  or  activity  receiving  Fed¬ 
eral  financial  assistance  from  the  De¬ 
partment  of  Housing  and  Urban 
Development. 

§  1.2  Definitions. 

As  used  in  this  Part  1 — 

(a)  nie  term  “Department"  means 
the  Department  of  Housing  and  Urban 
Development. 

(b)  The  term  “Secretary”  means  the 
Secretary  of  the  Department  of  Housing 
and  Urban  Development. 

(c)  The  term  “responsible  Depart¬ 
ment  ofiBcial”  means  the  Secretary  or,  to 
the  extent  of  any  delegation  of  authority 
by  the  Secretary  to  act  under  this  Part 
1,  any  other  Department  official  to  whom 
the  Secretary  may  hereafter  delegate 
such  authority. 

(d)  The  term  “United  States”  means 
the  States  of  the  United  States,  the  Dis¬ 
trict  of  Columbia,  Puerto  Rico,  the  Vir¬ 
gin  Islands,  American  Samoa,  Guam, 
Wake  Island,  the  Canal  Zone,  and  the 
territories  and  possessions  of  the  United 
States,  and  the  term  “State"  means  any 
one  of  the  foregoing. 

(e)  The  term  “Federal  financial  as¬ 
sistance"  Includes  (1)  grants,  loans,  and 
advances  of  Federal  fimds,  (2)  the  grant 


or  donation  of  Federal  property  and  in¬ 
terests  in  property,  (3)  the  detail  of  Fed¬ 
eral  personnel.  (4)  the  sale  and  lease  of. 
and  the  permli^cm  to  use  (on  other  than 
a  casual  or  transient  basis).  Federal 
property  or  any  interest  in  such  property 
without  consideration  or  at  a  nominal 
consideration,  or  at  a  consideration 
which  is  reduced  for  the  purpose  of  as¬ 
sisting  the  recipient,  or  in  recognition  of 
the  public  Interest  to  be  served  by  such 
sale  or  lease  to  the  recipient,  and  (5)  any 
Federal  agreement,  arrangement,  or 
other  contract  which  has  as  one  of  its 
purposes  the  provision  of  assistance. 
The  term  “Federal  financial  assistance” 
does  not  include  a  contract  of  insurance 
or  guaranty. 

(f)  The  term  “recipient"  means  any 
State,  political  subdivisiim  of  any  State, 
or  instrumentality  of  any  State  or  polit¬ 
ical  subdivision,  any  public  or  private 
agency,  institution,  organization,  or 
other  entity,  or  any  individual,  in  any 
State,  to  whom  Federal  financial  assist¬ 
ance  is  extended,  directly  or  through 
another  recipient,  for  any  program  or 
activity,  or  who  otherwise  participates 
in  carrying  out  such  program  or  activity 
(such  as  a  redeveloper  in  the  Urban  Re¬ 
newal  Program) ,  including  any  suc¬ 
cessor,  as^gn,  or  transferee  thereof,  but 
such  term  does  not  Include  any  ultimate 
beneficiary  under  any  such  program  or 
actlvlly. 

(g)  The  term  “applicant”  means  one 
who  submits  an  application,  contract, 
request,  or  plan  requiring  Department 
approval  as  a  condition  to  eligibility  for 
FMeral  financial  assistance,  and  the 
term  “application”  means  such  an  ap¬ 
plication,  contract,  request,  or  plan. 

§  1.3  Application  of  Part  1. 

This  Part  1  applies  to  any  program  or 
activity  for  which  Federal  financial  as¬ 
sistance  is  authorized  under  a  law  ad¬ 
ministered  by  the  Department,  including 
any  program  or  activity  assisted  under 
the  statutes  listed  in  Appendix  A  of  this 
Part  1.  It  applies  to  money  paid,  property 
transferred,  or  other  Federal  financial 
assistance  extended  to  any  such  program 
or  activity  after  the  effective  date  of 
this  Part  1.  This  Part  1  does  not  apply 
to  (a)  any  Federal  financial  assistance 
by  way  of  Insimince  or  guaranty  con¬ 
tracts,  (b)  money  paid,  property  trans¬ 
ferred,  or  other  assistance  extended  to 
any  such  progrram  or  activity  before  the 
effective  date  of  this  Part  1,  (c)  any  as¬ 
sistance  to  any  person  who  is  the  ulti¬ 
mate  beneficiary  imder  any  such  pro¬ 
gram  or  activity,  or  (d)  any  emplojonent 
practice,  under  any  such  program  or 
activity,  of  any  employer,  employment 
agency,  or  labor  organization,  except  to 
the  extent  described  in  9  1.4(c) .  The  fact 
that  certain  financial  assistance  is  not 
listed  in  Appendix  A  shall  not  mean,  if 
title  VI  of  the  Act  is  otherwise  appli¬ 
cable,  that  siKh  financial  assistance  is 
not  covered.  Other  financial  assistance 
under  statutes  now  in  force  or  herein¬ 
after  enacted  may  be  added  to  this  list 
by  notice  published  in  the  Federal  Regis¬ 
ter. 
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§1.4  Discrimination  prohibited. 

(a)  General.  No  person  in  the  United 
States,  shall,  on  the  ground  of  race,  color, 
or  national  origin,  be  excluded  from  par¬ 
ticipation  in.  be  denied  the  benefits  of, 
or  be  otherwise  subjected  to  discrimina¬ 
tion  under  any  program  or  activity  to 
which  this  Part  1  applies. 

(b)  Specific  discriminatory  actions 
prohibited.  (1)  A  recipient  under  any 
program  or  activity  to  which  this  Part  1 
applies,  may  not.  directly  or  through  con¬ 
tractual  or  other  arrangements,  on  the 
ground  of  race,  color,  or  natural  origin: 

(1)  Deny  a  person  any  housing,  ac¬ 
commodations,  facilities,  services,  finan¬ 
cial  aid,  or  other  benefits  provided  under 
the  program  or  activity; 

(ii)  Provide  any  housing,  accommoda¬ 
tions,  facilities,  services,  financial  aid,  or 
other  benefits  to  a  person  which  are  dif¬ 
ferent.  or  are  provided  in  a  different 
manner,  from  those  provided  to  others 
under  the  program  or  activity; 

(ill)  Subject  a  person  to  segregation 
or  separate  treatment  in  any  matter  re¬ 
lated  to  his  receipt  of  housing,  accom¬ 
modations,  facilities,  services,  financial 
aid,  or  other  benefits  under  the  program 
or  activity; 

(iv)  Restrict  a  person  in  any  way  in 
access  to  such  housing,  accommodations, 
facilities,  services,  financial  aid.  or  other 
benefits,  or  in  the  enJo3mient  of  any  ad¬ 
vantage  or  privilege  enjoyed  by  others  in 
connection  with  such  housing,  accommo¬ 
dations,  facilities,  services,  financial  aid, 
or  other  benefits  under  the  program  or 
activity; 

fv)  Treat  a  person  differently  from 
others  in  determining  whether  he  satis¬ 
fies  any  occupancy,  admission,  enroll¬ 
ment,  eligibility,  membership,  or  other 
requirement  or  condition  which  persons 
must  meet  in  order  to  be  provided  any 
housing,  accommodations,  facilities, 
services,  financial  aid.  or  other  benefits 
provided  under  the  program  or  activity; 

(vi)  Deny  a  person  opportunity  to  par¬ 
ticipate  in  the  program  or  activity 
through  the  provision  of  services  or 
otherwise,  or  afford  him  an  opportunity 
to  do  so  which  is  different  from  that  af¬ 
forded  others  imder  the  program  or  ac¬ 
tivity  (including  the  <H>portunlty  to 
participate  in  the  program  or  activity  as 
an  employee  but  only  to  the  extent  set 
forth  in  paragraph  (c)  of  this  section). 

(2)  (1)  A  recipient,  in  determining  the 
location  or  t3rpes  of  housing,  accommoda¬ 
tions,  facilities,  services,  financial  aid. 
or  other  benefits  which  will  be  provided 
under  any  such  program  or  activity,  or 
the  class  of  persons  to  whom,  or  the 
situations  in  which,  such  housing,  ac¬ 
commodations,  facilities,  services,  finan¬ 
cial  aid.  or  other  benefits  will  be  pro¬ 
vided  under  any  such  program  or  activ¬ 
ity,  or  the  class  of  persons  to  be  afforded 
an  opportunity  to  participate  in  any  such 
program  or  activity,  may  not,  directly  or 
through  contractural  or  other  arrange¬ 
ments.  utilize  criteria  or  methods  of  ad¬ 
ministration  which  have  the  effect  of 
subjecting  persons  to  discrimination  be¬ 
cause  of  their  race,  color,  or  national 
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origin,  or  have  the  effect  of  defeating  or 
substantially  impairing  accomplishment 
of  the  objectives  of  the  program  or  ac¬ 
tivity  as  respect  persons  of  a  particular 
race,  color,  or  national  origin. 

(11)  A  recipient,  in  operating  low-rent 
housing  with  Federal  financial  assistance 
imder  the  United  States  Housing  Act  of 
1937,  as  amended  (42  U.S.C.  1401  et  seq.) , 
shall  assign  eligible  applicants  to  dwelling 
units  in  accordance  with  a  plan,  duly 
adopted  by  the  recipient  and  approved 
by  the  responsible  Department  official, 
providing  for  assignment  on  a  com¬ 
munity-wide  basis  in  sequence  based 
upon  the  date  and  time  the  application  is 
received,  the  size  or  tsTC  of  imit  suitable, 
and  factors  affecting  preference  or 
priority  established  by  the  recipient's 
regulations,  which  are  not  inconsistent 
with  the  objectives  of  Title  VI  of  the 
Cfivil  Rights  Act  of  1964  and  this  Part  1. 
The  plan  may  allow  an  applicant  to  re¬ 
fuse  a  tendered  vacancy  for  good  cause 
without  losing  his  standing  on  the  list, 
but  shall  limit  the  number  of  refusals 
without  cause  as  prescribed  by  the  re¬ 
sponsible  Department  cfficlal.  The  re¬ 
sponsible  Department  official  is  author¬ 
ized  to  prescribe  and  promulgate  plans, 
exceptions,  procedures,  and  requirements 
for  ^e  assignment  and  reassignment  of 
eligible  applicants  and  tenants  consistent 
with  the  purpose  of  this  subdivision  (11) , 
this  Part  1,  and  Title  VI  of  the  Civil 
Rights  Act  of  1964,  in  order  to  effectuate 
and  insure  compliance  with  the  require¬ 
ments  imposed  thereunder. 

(3)  As  used  in  this  Part  1  the  housing, 
accommodations,  facilities,  services,  fi¬ 
nancial  aid.  or  other  benefits  provided 
under  a  program  or  activity  receiving 
Federal  financial  assistance  shall  be 
deemed  to  include  any  housing,  accom¬ 
modations.  facilities,  services,  financial 
aid,  or  other  benefits  provided  in  or 
through  a  facility  provided  with  the  aid 
of  Federal  financial  assistance. 

(4)  ITie  enumeration  of  specific  forms 
of  prohibited  discrimination  in  para¬ 
graphs  (b)  and  (c)  of  this  section  does 
not  limit  the  generality  of  the  prohibi¬ 
tion  in  paragraph  (a)  of  this  section. 

(c)  Employment  practices.  Where  a 
primary  objective  of  the  Federal  finan¬ 
cial  assistance  to  a  program  or  activity 
to  which  this  Part  1  applies  is  to  provide 
employment,  a  recipient  may  not,  di¬ 
rectly  or  through  contractual  or  other 
arrangements,  subject  a  person  to  dis¬ 
crimination  on  the  ground  of  race,  color, 
or  national  origin  in  its  employment 
practices  under  such  program  or  activity 
(including  recruitment  or  recruitment 
advertising,  employment,  lay-off.  or  ter¬ 
mination.  up-grading,  demotion,  or 
transfer,  rates  of  pay  or  other  forms  of 
compensation  and  use  of  facilities) .  The 
requirements  applicable  to  construction 
employment  under  such  program  or  ac¬ 
tivity  shall  be  those  specified  in  or  pur¬ 
suant  to  Part  III  of  Executive  Order 
11246  or  any  Executive  order'  which 
supersedes  or  amends  it. 

(d)  Exception.  A  person  shall  not  be 
deemed  subjected  to  discrimination  by 
reason  of  his  exclusion  from  the  benefits 


of  a  program  or  activity  limited  by  Fed¬ 
eral  law  to  individuals  of  a  particular 
race,  color,  or  national  origin  different 
from  his. 

(79  Stat.  669;  42  U.S.C.  1461) 

§  1.5  AMurances  required. 

(a)  General.  Every  contract  for  Fed¬ 
eral  financial  assistance  to  carry  out  a 
program  or  activity  to  which  this  Part  1 
apifiies,  executed  on  or  after  the  effec¬ 
tive  date  of  this  Part  1,  and  every  appli¬ 
cation  for  such  Federal  financial  assist¬ 
ance  submitted  on  or  after  such  effective 
date,  shedl,  as  a  condition  to  its  approval 
and  the  extension  of  any  Federal  finan¬ 
cial  assistance  pursuant  to  such  contract 
or  aiipllcation,  contain  or  be  accom¬ 
panied  by  an  assurance  that  the  program 
or  activity  will  be  conducted  and  the 
housing,  accommodations,  facilities, 
services,  financial  aid,  or  other  benefits 
to  be  provided  will  be  operated  and  ad¬ 
ministered  in  compliance  with  all  re¬ 
quirements  imposed  by  or  pursuant  to 
this  Part  1.  In  the  case  of  a  contract  or 
application  for  Federal  financial  assist¬ 
ance  to  provide  real  property  or  struc¬ 
tures  thereon,  the  assurance  shall 
obligate  the  recipient,  or.  in  the  case  of 
a  subsequent  transfer,  the  transferee,  for 
the  period  during  which  the  real  prop¬ 
erty  or  structures  are  used  for  a  purpose 
for  which  the  Federal  financial  assist¬ 
ance  is  extended  or  for  another  purpose 
involving  the  provision  of  similar  bene¬ 
fits.  In  the  case  of  personal  property 
the  assurance  shall  obligate  the  recipient 
for  the  period  during  which  he  retains 
ownership  or  possession  of  the  property. 
In  all  other  cases  the  assurance  shall 
obligate  the  recipient  for  the  period  dur¬ 
ing  which  Federal  financial  assistance  is 
extended  pursuant  to  the  contract  or  ap¬ 
plication.  Hie  responsible  Department 
official  shall  specify  the  form  of  the  fore¬ 
going  assurance  for  such  program  or 
activity,  and  the  extent  to  which  like  as¬ 
surances  will  be  required  of  subgrantees, 
contractors  and  subcontractors,  trans¬ 
ferees.  successors  in  interest,  and  other 
participants  In  the  program  or  activity. 
Any  such  assurance  shall  Include  pro¬ 
visions  which  give  the  United  States  a 
right  to  seek  its  Judicial  enforcement. 

(b)  Pre-existing  contracts — funds  not 
disbursed.  In  any  case  where  a  contract 
for  Federal  financial  assistance,  to  carry 
out  a  program  or  activity  to  which  this 
Part  1  applies,  has  been  executed  prior  to 
the  effective  date  of  this  Part  1,  and  the 
funds  have  not  been  fully  disbursed  by 
the  Department,  the  responsible  Depart¬ 
ment  official  shall,  where  necessary  to 
effectuate  the  purposes  of  this  Part  1, 
require  an  assurance  similar  to  that  pro¬ 
vided  in  paragraph  (a)  of  this  section  as 
a  condition  to  the  disbursement  of 
further  funds. 

(c)  Pre-existing  contracts — periodic 
payments.  In  any  case  where  a  contract 
for  Federal  financial  assistance,  to  carry 
out  a  program  or  activity  to  which  this 
Part  1  applies,  has  been  executed  prior 
to  the  effective  date  of  this  Part  1,  and 
provides  for  periodic  payments  for  the 
continuation  of  the  program  or  activity. 
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the  recipient  shall.  In  connection  with 
the  first  application  for  such  periodic 
payments  on  or  after  the  effective  date 
of  this  Part  1,  (1)  submit  a  statement 
that  the  program  or  activity  is  being 
conducted  in  compliance  with  all  re¬ 
quirements  imposed  by  or  pursuant  to 
this  Part  1,  or  a  statement  of  the  extent 
to  which  it  is  not,  at  the  time  the  state¬ 
ment  is  made,  so  conducted,  and  (2)  pro¬ 
vide  such  methods  of  administration  for 
the  program  or  activity  as  are  found  by 
the  responsible  Department  official  to 
give  reasonable  assurance  that  the 
recipient  will  comply  with  all  require¬ 
ments  imposed  by  or  pursuant  to  this 
Part  1,  or  reasonable  assurance  that  any 
noncompliance  indicated  In  the  state¬ 
ment  under  clause  (1)  will  be  corrected. 

(d)  Assurances  from  institutions.  (1) 
In  the  case  of  any  application  for  Fed¬ 
eral  financial  assistance  to  an  Institution 
of  higher  education,  the  assurance  re¬ 
quired  by  this  section  shall  extend  to 
admission  practices  and  to  all  other  prac¬ 
tices  relating  to  the  treatment  of  stu¬ 
dents. 

(2)  The  assurance  required  with  re¬ 
spect  to  an  Institution  of  higher  educa¬ 
tion,  hospital,  or  any  other  Institution, 
insofar  as  the  assurance  relates  to  the 
institution’s  practices  with  respect  to 
admission  or  other  treatment  of  persons 
as  students,  patients,  or  clients  of  the 
Institution  or  to  the  opportunity  to  par- 
tlclp>ate  in  the  provision  of  services  or 
other  benefits  to  such  persons,  shall  be 
applicable  to  the  entire  institution  unless 
the  applicant  establishes,  to  the  satis¬ 
faction  of  the  responsible  Department 
official,  that  the  institution’s  practices  in 
designated  parts  or  programs  of  the  in¬ 
stitution  will  in  no  way  affect  its  practices 
in  the  program  of  the  institution  for 
which  Federal  financial  assistance  Is 
sought,  or  the  beneficiaries  of  or  partici¬ 
pants  In  such  program.  If  in  any  such 
case  the  assistance  sought  is  for  the  con¬ 
struction  of  a  facility  or  part  of  a  facility, 
the  assurance  shall  in  any  event  extend 
to  the  entire  facility  and  to  facilities 
operated  in  connection  therewith. 

§  1.6  Coniplianrp  infornialion. 

(a)  Cooperation  and  assistance.  The 
responsible  Department  official  and  each 
Department  official  who  by  law  or  dele¬ 
gation  has  the  principal  responsibility 
within  the  Department  for  the  adminis¬ 
tration  of  any  law  extending  financial 
a.ssistance  subject  to  this  Part  1  shall  to 
the  fullest  extent  practicable  seek  the 
cooperation  of  recipients  in  obtaining 
compliance  with  this  Part  1  and  shall 
provide  assistance  and  guidance  to  re¬ 
cipients  to  help  them  comply  voluntarily 
with  this  Part  1. 

(b)  Compliance  reports.  Each  recip¬ 
ient  shall  keep  such  records  and  submit 
to  the  responsible  Department  official  or 
his  designee  timely,  complete,  and  ac¬ 
curate  compliance  reports  at  such  times, 
and  in  such  form  and  containing  such  in¬ 
formation,  as  the  responsible  Depart¬ 
ment  official  or  his  designee  may  deter¬ 
mine  to  be  necessary  to  enable  him  to 
ascertain  whether  the  recipient  has  com¬ 
plied  or  is  complying  with  this  Part  1. 
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(c)  i4ccess  to  sources  of  information. 
Each  recipient  shall  permit  access  by  the 
responsible  Department  official  or  his 
designee  during  normal  business  hours  to 
such  of  its  books,  records,  accounts,  and 
other  sources  of  information,  and  its  fa¬ 
cilities  as  may  be  pertinent  to  ascertain 
compliance  with  this  Part  1.  Where  any 
information  required  of  a  recipient  is  in 
the  exclusive  possession  of  any  other 
agency,  Institution,  or  person  and  this 
agency,  institution,  or  person  shall  fail 
or  refuse  to  furnish  this  information, 
the  recipient  shall  so  certify  in  its  report 
and  shall  set  forth  what  efforts  it  has 
made  to  obtain  the  information. 

(d)  Information  to  beneficiaries  and 
participants.  Each  recipient  shall  make 
available  to  pskrticipants,  beneficiaries, 
and  other  interested  persons  such  infor¬ 
mation  regarding  the  provisions  of  this 
Part  1  and  its  applicability  to  the  pro¬ 
gram  or  activity  under  which  the  recipi¬ 
ent  receives  Federal  financial  assistance, 
and  make  such  information  available  to 
them  in  such  manner,  as  the  responsible 
Department  official  finds  necessary  to  ap¬ 
prise  such  persons  of  the  protections 
against  discrimination  assured  them  by 
the  Act  and  this  Part  1. 

§  1.7  Conduct  of  invcsligationf. 

(a)  Periodic  compliance  reviews.  The 
responsible  Department  official  or  his 
designee  shall  from  time  to  time  review 
the  practices  of  recipients  to  determine 
whether  they  are  complying  with  this 
Part  1. 

(b)  Complaints.  Any  person  who  be¬ 
lieves  himself  or  any  specific  class  of 
persons  to  be  subjected  to  discrimina¬ 
tion  prohibited  by  this  Part  1  may  by 
himself  or  by  a  representative  file  with 
the  responsible  Department  official  or  his 
designee  a  written  complaint.  A  com¬ 
plaint  mu.st  be  filed  not  later  than  90 
days  from  the  date  of  the  alleged  dis¬ 
crimination,  unless  the  time  for  filing  is 
extended  by  the  responsible  Department 
official  or  his  designee. 

(c)  Investigations.  The  responsible 
Department  official  or  his  designee  shall 
make  a  prompt  investigation  whenever  a 
compliance  review,  report,  complaint,  or 
any  other  information  indicates  a  pos¬ 
sible  failure  to  comply  with  this  Part  1. 
The  investigation  should  Include,  where 
appropriate,  a  review  of  the  pertinent 
practices  and  policies  of  the  recipient, 
the  circumstances  under  which  the  pos¬ 
sible  noncompliance  with  this  Part  1  oc¬ 
curred,  and  other  factors  relevant  to  a 
determination  as  to  whether  the  recipi¬ 
ent  has  failed  to  comply  with  this  Part  1. 

(d)  Resolution  of  matters.  (1)  If  an 
investigation  pursuant  to. paragraph  (c) 
of  this  section  indicates  a  failure  to  com¬ 
ply  with  this  Part  1,  the  responsible 
Department  official  or  his  designee  will  so 
Inform  the  recipient  and  the  matter  will 
be  resolved  by  Informal  means  whenever 
possible.  If  it  has  been  determined  that 
the  matter  cannot  be  resolved  by  infor¬ 
mal  means,  action  will  be  taken  as  pro¬ 
vided  for  in  S  1.8. 

(2)  If  an  investigation  does  not  war¬ 
rant  action  pursuant  to  paragraph  (d) 
(1)  of  this  section  the  responsible 
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Department  official  or  his  designee  will  so 
inform  the  recipient  and  the  complain¬ 
ant,  if  any.  in  writing. 

(e)  Intimidatory  or  retaliatory  acts 
prohibited.  No  recipient  or  other  person 
shall  intimidate,  threaten,  coerce,  or  dis¬ 
criminate  against  any  person  for  the 
purpose  of  interfering  with  any  right  or 
privilege  secured  by  Title  VI  of  the  Act 
of  this  Part  1,  or  because  he  has  made  a 
complaint,  testified,  assisted,  or  par¬ 
ticipated  in  any  manner  in  an  investiga¬ 
tion,  proceeding,  or  hearing  under  this 
Part  1.  The  Identity  of  complainants 
shall  be  kept  confidential  except  to  the 
extent  necessary  to  carry  out  the  pur¬ 
poses  of  this  Part  1.  including  the  con¬ 
duct  of  any  investigation,  hearing,  or 
judicial  proceeding  arising  thereunder. 

§  1.8  Prorckiurc  for  effecting  compli¬ 
ance. 

(a)  General.  If  there  appears  to  be  a 
failure  or  threatened  failure  to  comply 
with  this  Part  1,  and  if  the  noncompli¬ 
ance  or  threatened  noncompliance  can¬ 
not  be  corrected  by  informal  means,  com¬ 
pliance  with  this  Part  1,  may  be  effected 
by  the  suspension  or  termination  of  or 
refusal  to  grant  or  to  continue  Federal 
financial  assistance,  or  by  any  other 
means  authorized  by  law.  Such  other 
means  may  Include,  but  are  not  limited 
to,  (1)  a  reference  to  the  Department  of 
Justice  with  a  recommendation  that  ap¬ 
propriate  proceedings  be  brought  to  en¬ 
force  any  rights  of  the  United  States 
under  any  law  of  the  United  States  (In¬ 
cluding  other  titles  of  the  Act),  or  any 
assurance  or  other  contractual  imder- 
taking,  and  (2)  any  applicable  proceed¬ 
ing  under  State  or  local  law. 

(b)  Noncompliance  with  §  1.5.  If  an 
applicant  fails  or  refuses  to  furnish  an 
assurance  required  under  5  1.5  or  other¬ 
wise  falls  or  refuses  to  comply  with  the 
requirement  lmpo.sed  by  or  pursuant  to 
that  section.  Federal  financial  assistance 
may  be  refused  in  accordance  with  the 
procedures  of  paragraph  (c)  of  this  sec¬ 
tion.  The  Department  shall  not  be  re¬ 
quired  to  provide  assistance  in  such  a  case 
during  the  pendency  of  the  adminl.stra- 
tive  proceedings  under  such  paragraph, 
except  that  the  Department  shall  con¬ 
tinue  assl.stance  during  the  pendency  of 
such  proceedings  where  .such  assistance  Is 
due  and  payable  pursuant  to  a  contract 
therefor  approved  prior  to  the  effective 
date  of  this  Part  1. 

(c)  Termination  of  or  refusal  to  grant 
or  to  continue  Federal  financial  assist¬ 
ance.  No  order  suspending,  terminat¬ 
ing.  or  refusing  to  grant  or  continue  Fed¬ 
eral  financial  assistance  shall  become 
effective  until  (1)  the  responsible 
Department  official  has  advised  the  appli¬ 
cant  or  recipient  of  his  failure  to  Comply 
and  has  detennined  that  compliance  can¬ 
not  be  secured  by  voluntary  means.  (2) 
there  has  been  an  express  finding  on  the 
record,  after  opportunity  for  hearing, 
of  a  failure  by  the  applicant  or  recipient 
to  comply  with  a  requirement  imposed  by 
or  pursuant  to  this  Part  1,(3)  the  action 
has  been  approved  by  the  Secretary, 
and  (4)  the  expiration  of  30  days  after 
the  Secretary  has  filed  with  the 
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committees  of  the  House  and  Senate 
having  legislative  Jurisdiction  over  the 
program  or  activity  Involved,  a  full 
written  report  of  the  circumstances  and 
the  grounds  for  such  action.  Any  ac¬ 
tion  to  suspend  or  terminate  or  to  refuse 
to  grant  or  to  continue  Federal  financial 
assistance  shall  be  limited  to  the  particu¬ 
lar  political  entity,  or  part  thereof,  or 
other  recipient  as  to  whom  such  a  finding 
has  been  made  and  shall  be  limited  In 
Its  effect  to  the  particular  program,  or 
part  thereof,  in  which  such  noncompll- 
ance  has  been  so  found. 

(d)  Other  means  authorized  by  law. 
No  action  to  effect  compliance  by  any 
other  means  authorized  by  law  shall  be 
taken  until  (1)  Uie  responsible  Depart¬ 
ment  ofiBcial  has  determined  that  com¬ 
pliance  cannot  be  secured  by  voluntary 
means,  (2)  the  action  has  been  approved 
by  the  Secretary,  (3)  the  applicant  or  re¬ 
cipient  has  been  notified  of  Its  failure  to 
comply  and  of  the  action  to  be  taken 
to  effect  compliance,  and  (4)  the  expira¬ 
tion  of  at  least  ten  days  from  the  mailing 
of  such  notice  to  the  applicant  or  recip¬ 
ient.  During  this  period  of  at  least  ten 
days  additional  efforts  shall  be  made  to 
persuade  the  applicant  or  recipient  to 
comply  with  this  Part  1  and  to  take  such 
corrective  action  as  may  be  appropriate. 

§  1.9  Hearings. 

(a)  Opportunity  for  hearing.  When¬ 
ever  an  opportunity  for  a  hearing  Is  re¬ 
quired  by  8  1.8(c),  reasonable  notice 
shall  be  given  by  registered  or  certified 
mall,  return  receipt  requested,  to  the 
affected  applicant  or  recipient.  This 
notice  shall  advise  the  applicant  or  re¬ 
cipient  of  the  action  proposed  to  be 
taicen,  the  specific  provision  under  which 
the  proposed  action  against  it  is  to  be 
taken,  and  the  matters  of  fact  or  law 
asserted  as  the  basis  for  this  action,  and 
either  (1)  fix  a  date  not  less  than  20 
days  after  the  date  of  such  notice  within 
which  the  applicant  or  recipient  may 
request  of  the  responsible  Department 
official  that  the  matter  be  scheduled  for 
hearing  or  (2)  advise  the  applicant  or  re¬ 
cipient  that  the  matter  In  question  has 
been  set  down  for  hearing  at  a  stated 
time  and  place.  The  time  and  place  so 
fixed  shall  be  reasonable  and  shall  be  sub¬ 
ject  to  change  for  cause.  The  complain¬ 
ant,  if  any,  shall  be  advised  of  the  time 
and  place  of  the  hearing.  An  applicant 
or  recipient  may  waive  a  hearing  and  sub¬ 
mit  written  Information  and  argument 
for  the  record.  The  failure  of  an  appli¬ 
cant  or  recipient  to  request  a  hearing 
imder  this  paragraph  (a)  or  to  appear  at 
a  hearing  for  which  a  date  has  b^n  set 
shall  be  deemed  to  be  a  waiver  of  the 
right  to  a  hearing  under  section  602  of 
the  Act  and  8  1.8(c)  of  this  Part  1  and 
consent  to  the  making  of  a  decision  on 
the  basis  of  such  Information  as  is 
available. 

(b)  Time  and  place  of  hearing.  Hear¬ 
ings  shall  be  held  at  the  offices  of  the 
Department  In  Washington,  D.C.,  at  a 
time  fixed  by  the  responsible  Department 
official  unless  he  determines  that  the 
convenience  of  the  applicant  or  recipient 
or  of  the  Department  requires  that  an- 
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other  place  be  selected.  Hearings  shall  be 
held  before  the  responsible  Department 
official  or,  at  his  discretion,  before  a  hear¬ 
ing  examiner  designated  in  accordance 
with  sections  3105  and  3344  of  title  5, 
United  States  Code. 

(c)  Right  to  counsel.  In  all  proceed¬ 
ings  under  this  section,  the  applicant  or 
recipient  and  the  Department  shall  have 
the  right  to  be  represented  by  counsel. 

(d)  Procedures,  evidence,  and  record. 
(1)  The  hearing,  decision,  and  any  ad¬ 
ministrative  review  thereof  shall  be  con¬ 
ducted  in  conformity  with  5  U.S.C.  554- 
557  and  in  accordance  with  the  practice 
and  procedure  for  hearings  issued  by  the 
Department  and  published  in  Part  2  of 
this  subtitlte  relating  to  the  conduct  of 
the  hearing,  giving  of  notices  subsequent 
to  those  provided  for  in  paragraph  (a) 
of  this  section,  taking  of  testimony,  ex¬ 
hibits,  arguments  and  briefs,  requests 
for  findings,  and  other  related  matters. 
Both  the  Department  and  the  applicant 
or  recipient  shall  be  entitled  to  introduce 
all  relevant  evidence  on  the  issues  as 
stated  in  the  notice  for  hearing  or  as 
determined  by  the  officer  conducting  the 
hearing  at  the  outset  of  or  during  the 
hearing. 

(2)  Technical  rules  of  evidence  shall 
not  apply  to  hearings  conducted  pursu¬ 
ant  to  this  Part  1,  but  rules  or  principles 
designed  to  assure  production  of  the 
most  credible  evidence  available  and  to 
subject  testimony  to  test  by  cross-exam¬ 
ination  shall  be  applied  where  reason¬ 
ably  necessary  by  the  officer  conducting 
the  hearing.  The  hearing  officer  may 
exclude  irrelevant,  immaterial,  or  un¬ 
duly  repetitious  evidence.  All  docu¬ 
ments  and  other  evidence  offered  or 
taken  for  the  record  shall  be  open  to 
examination  by  the  Agency  and  the  ap¬ 
plicant  or  recipient,  and  opportunity 
shall  be  given  to  refute  facts  and  argu¬ 
ments  advanced  on  either  side  of  the 
issues.  A  transcript  shall  be  made  of 
the  oral  evidence  except  to  the  extent 
the  substance  thereof  is  stipulated  for 
the  record.  All  decisions  shall  be  based 
upon  the  hearing  record  and  written 
findings  shall  be  made. 

(e)  Consolidated  or  joint  hearings. 
In  cases  in  which  the  same  or  related 
facts  with  respect  to  two  or  more  pro¬ 
grams  or  actMtles  to  which  this  P^  1 
applies  are  asserted  to  constitute  non- 
compliance  with  this  Part  1  or  noncom¬ 
pliance  with  this  Part  1  and  the  regu¬ 
lations  of  one  or  more  other  Federal 
departments  or'  agencies  issued  under 
Title  VI  of  the  Act,  the  Secretary 
may,  by  agreement  with  such  other  de¬ 
partments  or  agencies,  where  applicable, 
provide  for  the  conduct  of  consolidated 
or  joint  hearings,  and  for  the  applica¬ 
tion  to  such  healings  of  rules  of  pro¬ 
cedure  not  inconsistent  with  this  Part  1. 
Final  decisions  In  such  cases.  Insofar  as 
this  Part  1  Is  concerned,  shall  be  made 
in  accordance  with  8  1.10. 

§1.10  Drritiions  anil  notire^i. 

(a)  Decision  by  person  other  than  the 
responsible  Department  official.  If  the 
hearing  Is  held  by  a  hearing  examiner, 
such  hearing  examiner  shall  either  make 


an  initial  decision,  if  so  authorized,  or 
certify  the  entire  record  Including  his 
recommended  findings  and  proposed  de¬ 
cision  to  the  responsible  Department  offi¬ 
cial  for  a  final  decision,  and  a  copy  of 
such  initial  decision  or  certification  shall 
be  mailed  to  the  applicant  or  recipient 
by  certified  or  registered  mail,  return  re¬ 
ceipt  requested.  Where  the  initial  deci¬ 
sion  is  made  by  the  hearing  examiner, 
the  applicant  or  recipient  may,  within 
the  period  provided  for  in  the  rules  of 
procedure  issued  by  the  Department 
(Part  2  of  this  subtitle),  file  with  the 
responsible  Department  official  his  ex¬ 
ceptions  to  the  initial  decision,  with  his 
reasons  therefor.  In  the  absence  of  ex¬ 
ceptions,  the  responsible  Department  of¬ 
ficial  may  on  his  own  motion  within  45 
days  after  the  initial  decision  serve  on  the 
applicant  or  recipient  a  notice  that  he 
will  review  the  decision.  Upon  the  filing 
of  such  exceptions  or  of  such  notice  of 
review  the  responsible  Department  official 
shall  review  the  initial  decision  and 
issue  his  own  decision  thereon  including 
the  reasons  therefor.  In  the  absence  of 
either  exceptions  or  a  notice  of  review 
the  initial  decision  shall  constitute  the 
final  decision  of  the  responsible  Depart¬ 
ment  official,  in  which  event  a  copy  shall 
also  be  sent  to  the  complainant. 

(b)  Decisions  on  record  or  review  by 
the  responsible  Department  official. 
Whenever  a  record  Is  certified  to  the  re¬ 
sponsible  Department  official  for  decision 
or  he  reviews  the  decision  of  a  hearing 
examiner  pursuant  to  paragraph  (a)  of 
this  section,  or  whenever  the  responsible 
Department  official  conducts  the  hearing, 
the  applicant  or  recipient  shall  be  given 
reasonable  opportunity  to  file  with  him 
briefs  or  other  written  statements  of  Its 
contentions,  and  a  copy  of  the  final  deci¬ 
sion  of  the  responsible  Department  offi¬ 
cial  shall  be  given  in  writing  to  the  ap¬ 
plicant  or  recipient,  and  to  the  complain¬ 
ant,  if  any,  by  certified  or  registered  mail, 
return  receipt  requested. 

(c)  Decisions  on  record  where  a  hear¬ 
ing  is  waived.  Whenever  a  hearing  is 
waived  pmsuant  to  8  1.9(a)  a  decision 
shall  be  made  by  the  responsible  Depart¬ 
ment  official  on  the  record  and  a  copy  of 
such  decision  shall  be  given  in  writing  to 
the  applicant  or  recipient,  and  to  the 
complainant,  if  any,  by  certified  or  regis¬ 
tered  mall,  return  receipt  requested. 

(d)  Rulings  required.  Each  decision 
of  a  hearing  examiner  or  responsible 
Department  official  shall  set  forth  his 
ruling  on  each  finding,  conclusion,  or  ex¬ 
ception  presented,  and  shall  identify  the 
requirement  or  requirements  imposed  by 
or  pursuant  to  this  Part  1  with  which  it 
is  found  that  the  applicant  ot  recipient 
has  failed  to  comply. 

(e)  Content  of  orders.  The  final  de¬ 
cision  may  provide  for  suspension  or 
termination  of,  or  refusal  to  grant  or 
<x>ntinue  Federal  financial  assistance,  in 
whole  or  in  part,  under  the  program  or 
activity  Involved,  and  may  contain  such 
terms,  conditions,  and  other  provisions 
as  are  consistent  with  and  will  effectuate 
the  purposes  of  the  Act  and  this  Part  1. 
including  provisions  designed  to  assure 
that  no  Federal  financial  assistance  will 
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thereafter  be  extended  under  such  pro¬ 
gram  or  activity  to  the  applicant  or 
recipient  determined  by  such  decision  to 
bf  In  default  In  Its  performance  of  an 
assurance  given  by  it  pursuant  to  this 
Part  1,  or  to  have  otherwise  failed  to 
comply  with  this  Part  1.  luiless  and  until 
It  corrects  Its  noncompliance  and  satis¬ 
fies  the  responsible  Department  official 
that  it  will  fully  comply  with  this  Part  1. 

§  1.11  Judicial  revievr. 

Action  taken  pursuant  to  section  602 
of  the  Act  Is  subject  to  Judicial  review  as 
provided  In  section  603  of  the  Act. 

§  1.12  Effect  on  other  regulations; 
forms  and  instructions. 

(a)  Effect  on  other  regulations.  All 
regulations,  orders,  or  like  directions 
heretofore  Issued  by  any  officer  of  the 
Department  which  Impose  requirements 
designed  to  prohibit  any  discrimination 
against  persons  on  the  ground  of  race, 
color,  or  national  origin  under  any  pro¬ 
gram  or  activity  to  which  this  Part  1  ap¬ 
plies,  and  which  authorize  the  suspen¬ 
sion  or  termination  of  or  refusal  to  grant 
or  to  continue  Federal  financial  assist¬ 
ance  to  any  applicant  or  recipient  of 
such  assistance  under  such  program  or 
activity  for  failure  to  comply  with  such 
requirements,  are  hereby  superseded  to 
the  extent  that  such  discrimination  is 
prohibited  by  this  Part  1,  except  that 
nothing  in  this  Part  1  shall  be  deemed 
to  relieve  any  person  of  any  obligation 
assumed  or  Imposed  imder  any  such  su¬ 
perseded  regulation,  order,  instruction, 
or  like  direction  prior  to  the  effective 
date  of  this  Part  1.  Nothing  In  this  Part 
1,  however,  shall  be  deemed  to  supersede 
any  of  the  following  (including  future 
amendments  thereof):  (1)  Executive 
Orders  11246  and  11375  and  regulations 
Issued  thereimder,  or  (2)  Executive 
Order  11063  and  regulations  issued 
thereimder,  or  any  other  Order,  regula¬ 
tions  or  Instructions,  insofar  as  such 
Order,  regulations,  or  Instructions  pro¬ 
hibit  discrimination  on  the  ground  of 
race,  color,  or  national  origin  in  any  pro¬ 
gram  or  activity  or  situation  to  which 
this  Part  1  Is  inapplicable,  or  prohibit 
discrimination  on  any  other  ground. 

(b)  Forms  and  instructions.  Each 
responsible  Department  official  shall  Is¬ 
sue  and  promptly  make  available  to  In¬ 
terested  persons  forms  and  detailed  in¬ 
structions  and  procedures  for  effectuat¬ 
ing  this  Part  1  as  applied  to  programs 
and  activities  to  which  this  Part  1  ap¬ 
plies  and  for  which  he  Is  responsible. 

(c)  Supervision  and  coordination. 
The  Secretary  may  from  time  to  time 
assign  to  officials  of  the  Department,  or 
to  officials  of  other  departments  or  agen¬ 
cies  of  the  Government  with  the  consent 
of  such  department  or  agency,  respon¬ 
sibilities  in  connection  with  the  effectua¬ 
tion  of  the  purposes  of  Title  VI  of  the  Act 
and  this  Part  1  (other  than  responsibility 
for  final  decision  as  provided  In  §  1.10), 
Including  the  achievement  of  effective 
coordination  and  maximum  imlformlty 
Miithln  the  Department  and  within  the 
Executive  Branch  of  the  Government  In 
the  application  of  Title  VI  and  this  Part 
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1  to  similar  programs  or  activities  and  In 
similar  situations. 

Appendix  A 

FEDERAL  FINANCIAL  ASSISTANCE  OF  THE  DEPART¬ 
MENT  OF  HOUSING  AND  URBAN  DEVELOPMENT 
TO  WHICH  THIS  PART  1  APPLIES 

1.  Advance  Acquisition  of  Land.  Sec.  704, 
Housing  and  Urban  Development  Act  of  1965, 
42  U.S.C.  3104. 

2.  Alaska  Housing  Assistance.  Sec.  1004, 
Demonstration  Cities  and  Metroplltan  Devel¬ 
opment  Act  of  1966,  42  U.S.C.  3371. 

3.  Assistance  to  Nonprofit  Sponsors  of  Low 
and  Moderate  Income  Housing.  Sec.  106, 
Housing  and  Urban  Development  Act  of  1968, 
12  U.S.C.  1701X. 

4.  College  Housing  Program.  Title  IV, 
Housing  Act  of  1950,  12  U.S.C.  1749. 

5.  Community  Disposition  Program.  Atomic 
Energy  Community  Act  of  1955,  Secs.  11-13, 
21,  31-36,  41-43,  51-57,  61-66,  101-103,  111- 
119,  42  U.S.C.  2301;  E.O.  11105,  28  F.R.  3909. 

6.  Comprehensive  Planning  Assistance  and 
Comprehensive  Planning  Research  and  Dem¬ 
onstration  Programs.  Sec.  701,  Housing  Act  of 
1954,  40  U.S.C.  461. 

7.  Federal-State  Training  and  City  Plan¬ 
ning  and  Urban  Studies  Fellowship  Programs. 
Title  VIII.  Housing  Act  of  1964,  20  U.S.C. 
801-807. 

8.  Homo  Ownership  for  Lower  Income 
Pamllles.  Sec.  235,  National  Housing  Act,  12 
U.S.C.  1716Z. 

9.  Housing  for  Elderly  or  Handicapped.  Sec. 
202,  Housing  Act  of  1959,  12  U.S.C.  1701q. 

10.  Loan  and  Grant  Assistance  for  Plan¬ 
ning  Housing  Projects  In  Appalachia,  Sec.  207, 
Appalachian  Re^onal  Development  Act  of 
1965,  as  amended,  81  Stat.  267,  40  U.S.C.  App. 
207. 

11.  Low-Income  Housing  Demonstration 
Grant  Program.  Sec.  207,  Housing  Act  of  1961, 
42  U.S.C.  1436. 

12.  Low-Rent  Public  Housing  Program  (In¬ 
cluding  housing  In  private  accommodations) 
United  States  Housing  Act  of  1937,  42  U.S.C. 
1401. 

13.  Model  Cities  Program.  Title  I,  Demon¬ 
stration  Cities  and  Metropolitan  Develop¬ 
ment  Act  of  1966,  42  U.S.C.  3301. 

14.  National  Flood  Insurance  Program. 
Title  XIII,  Housing  and  Urban  Development 
Act  of  1968,  42  U.S.C.  4001. 

16.  Neighborhood  Facilities  Grants.  Sec. 
703,  Housing  and  Urban  Development  Act  of 
1965,  42  u  s  e.  3103. 

16.  New  Communities.  Title  IV,  Housing 
and  Urban  Development  Act  of  1968, 42  U.S.C. 
3901. 

17.  New  Technologies  In  the  Development 
of  Housing  for  Lower  Income  Families.  Sec. 
108,  Housing  and  Urban  Development  Act  of 
1968,  12  U.S.C.  1701Z. 

18.  Open-Space  Land,  Urban  Beautification, 
Historic  Preservation,  and  Demonstrations. 
Title  VII,  Housing  Act  of  1961,  42  U.S.C. 
1500-1500e. 

19.  Public  Facilities  Liquidating  Programs. 
See,  generally.  Title  II  of  Independent  Offices 
Appropriation  Act  of  1955,  Public  Law  83-428, 
12  u  s  e.  1701g~5. 

20.  Public  Facility  Loans  Program.  Title  11, 
Housing  Amendments  of  1955,  42  U.S.C. 
1491-1497  except  1492(a)(2),  Assistance  for 
Mass  Transportation  Facilities  and  Equip¬ 
ment  (transferred  to  Secretary  of  Transpor¬ 
tation  by  Reorganization  Plan  No.  2  of  1968, 
33  F.R.  6965). 

21.  Public  Works  Acceleration  Act  Program. 
Public  Works  Acceleration  Act.  42  U.S.C.  2641. 

22.  Public  Works  Planning  Advances.  Sec. 
702,  Hou.slng  Act  of  1954,  40  U.S.C.  462. 

23.  Rehabilitation  Loan  Program.  Sec.  312, 
Housing  Act  of  1964,  42  U.S.C.  1452. 

24.  Rent  Supplement  Program.  Sec.  101, 
Housing  and  Urban  Development  Act  of  1965, 
12  u  s  e.  1701s. 
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25.  Rental  and  Cooperative  Hovsing  for 
Lower  Income  Families.  Sec.  236,  National 
Housing  Act,  12  U.S.C.  1715z-l. 

26.  Special  Assistance  Functions.  Sec.  305, 
National  Housing  Act,  12  U.S.C.  1720,  Includ¬ 
ing  purchase  of  below  market  Interest  rate 
mortgages  insured  by  FHA  under  section 
221(d)(3).  National  Housing  Act,  12  U.S.C. 
1715fid)  (3). 

27.  Urban  Information  and  Technical  As¬ 
sistance  Services.  Title  IX,  Demonstration 
Cities  and  Metropolitan  Development  Act  of 
1960,  42  U.S.C.  3351-3356. 

28.  Urban  Mas.s  Transportation  Programs 
(Research,  Development  and  Demonstration 
Projects:  Grants  for  Technical  Studies; 
Grants  for  Research  and  Training) .  Sections 
6(a),  9,  and  11  of  the  “Urban  Mass  Trans¬ 
portation  Act  of  1964,  as  amended;"  Re¬ 
organization  Plan  No.  2  of  1968,  33  F.R.  6965; 
49  U.S.C.  1005(a),  1607(a),  1607(c). 

29.  Urban  Renewal  Demonstration  Grant 
Program.  Sec.  314,  Housing  Act  of  1954,  42 
U.S.C.  1452a. 

30.  Urban  Renewal  Program  (Urban  Re¬ 
newal  Projects  and  Neighborhood  Develop¬ 
ment  Programs,  Code  Enforcement  Programs, 
Demolition  Programs,  Rehabilitation  Grants. 
Interim  A.sslstance  Grants,  and  Community 
Renewal  Programs).  Title  I,  Housing  Act  of 
1949,  42  u  s  e.  1450. 

31.  Urban  Re.search  and  Technology.  Title 
III,  Housing  Act  of  1948,  12  U.S.C.  1701e. 
1701f;  sec.  602,  Housing  Act  of  1956,  12  U.S.C. 
1701d-3:  and  secs.  1010  and  1011,  Demonstra¬ 
tion  Cities  and  Metropolitan  Development 
Act  of  1966.  42  u  s  e.  3372  and  3373. 

32.  Water  and  Sewer  Facilities  Grants.  Sec. 
702,  Housing  and  Urban  Development  Act  of 
1965,  42  U.S  C.  3102. 

PART  2— PRACTICE  AND  PROCEDURE 
FOR  HEARINGS  UNDER  PART  1  OF 
THIS  SUBTITLE 

Subpart  A — General  Information 

2.1  Scope  of  rules. 

2.2  Records  to  be  public. 

2.3  Use  of  gender  and  niunber. 

2.4  Suspension  of  rules. 

Subpart  B — Appearance  and  Practice 

2.11  Appearance. 

2.12  Authority  for  representation. 

2.13  Exclusion  from  hearing  for  miscon¬ 

duct. 

Subpart  C — Parties 

2.21  Parties;  General  Counsel  a  party. 

2.22  Amici  curiae. 

2.23  Complainants  not  parties. 

Subpart  D — Form,  Execution,  Service  and  Filing  ef 
Document* 

2.31  Form  of  documents  to  be  filed. 

2.32  Signature  of  documents. 

2.33  Filing  and  service. 

2.34  Service — how  made. 

2.35  Date  of  service. 

2.36  Certificate  of  service. 

Subpart  E— Time 

2.41  Computation. 

2.42  Extension  of  time  or  postponement. 

2.43  Reduction  of  time  to  file  documents. 

Subpart  F — Proceedings  Prior  to  Hearing 

2.51  Notice  of  hearing  or  opportunity  for 

hearing. 

2.52  AiLswer  to  notice. 

2.63  Amendment  of  notice  or  answer. 

2.54  Request  for  hearing. 

2.55  Consolidation. 

2.56  Motions. 

2.67  Responses  to  motions  and  petitions. 
2.58  Disposition  of  motions  and  petitions. 
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Subparl  G— Responsibilities  and  Duties  of 
Presiding  Officer 

2.61  Who  presides. 

2.62  Designation  of  bearing  examiner. 

2.63  Authority  of  presiding  officer. 

Subpart  H — Hearing  Procedures 

2.71  Statements  of  positions  and  trial 

briefs. 

2.72  Evidentiary  purpose. 

2.73  Testimony. 

2.74  Exhibits. 

2.75  Affidavits. 

2.76  Depositions. 

2.77  Admissions  as  to  facts  and  documents. 

2.78  Evidence. 

2.79  Cross-examination. 

2.80  Unsponsored  written  mateilsl. 

2.81  ObJesSMDS. 

2.82  Exceptions  to  rulings  of  presiding  offi¬ 

cer  unnecessary. 

2.83  Official  notice. 

2.84  Public  doctunent  Items. 

2.85  Offer  of  proof. 

2.86  Appeals  from  ruling  of  presiding 

officer. 

Subpart  I— The  Record 

2.91  Official  transcript. 

2.92  Record  fo'  decision. 

Subparl  J — Posihearing  Procedures,  Decisions 

2.101  Postbearing  briefs:  proposed  flndlngi 

and  conclusions. 

2.102  Decisions  following  hearing. 

2.103  Exceptions  to  Initial  or  recommended 

decisions. 

2.104  Final  decisions. 

2.105  Oral  argument  to  the  responsible 

Department  official. 

2.106  Service  on  amici  curiae. 

Subparl  K — Judicial  Standards  of  Practice 

2.111  Conduct. 

2.112  Improper  conduct. 

2.118  Ex  paiite  communications. 

2.114  Expeditious  treatment. 

2.115  Matters  not  prohibited. 

2.116  Filing  of  ex  parte  communications. 

Subpart  L — Posttermination  Proceedings 
2.121  Posttermlnatlon  proceedings. 

Subparl  M — Deflniliont 
2.131  Definitions. 

Authoiutt:  The  provisions  of  this  Part  2 
Issued  under  sec.  602,  78  Stat.  252,  42  UR.C. 
2000d-l:  sec.  7(d).  79  Stat.  670,  42  UR.C. 
3535(d);  and  the  laws  listed  In  Appendix  A 
to  Part  1. 

Subpart  A — General  Information 
§  2.1  Scope  of  mies. 

The  rules  of  procedure  in  this  Part  2 
eupplement  Part  1  of  this  title  and  govern 
the  practice  for  hearings,  decisions,  and 
administrative  review  conducted  by  the 
Department  of  Housing  and  Urban 
Development,  including  each  of  its 
organization^  units,  pursuant  to  Title  VI 
of  the  Civil  Rights  Act  of  1964  (sec.  602, 
42  U.S.C.  2000d-l)  and  Part  1  of  this 
title. 

§  2.2  Records  to  be  public. 

All  pleadings,  correspondence,  exhibits, 
transcripts  of  testimony,  exceptions, 
briefs,  decisions,  and  other  documents 
filed  in  the  docket  in  any  proceeding  may 
be  inspected  and  copied  in  the  office  of 
the  Civil  Rights  docket  clerk  during 
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regular  business  hours.  Inquiries  may  be 
addressed  to  the  Civil  lights  docket 
clerk.  Department  of  Housing  and  Urban 
Development,  WaBhington,  D.C.  20410. 

§  2.3  Use  of  gender  and  number. 

As  used  in  this  part,  words  importing 
the  singular  number  may  extend  and  be 
applied  to  several  persons  or  things,  and 
vice  versa.  Words  importing  the  mascu¬ 
line  gender  may  be  applied  to  females  or 
organizations. 

§  2.4  Suspension  of  rules. 

The  responsible  Department  official 
with  respect  to  pending  matters  may 
modify  or  waive  any  rule  in  this  part 
upon  his  determination  that  no  party 
will  be  unduly  prejudiced  and  the  ends 
of  justice  will  thereby  be  served,  and 
upon  notice  to  all  parties. 

Subpart  B — ^Appearance  and  Practice 
§  2.11  Appearance. 

A  party  may  appear  in  person  or  by 
counsel  and  participate  fully  in  any  pro¬ 
ceeding.  A  State  agency  or  any  instru¬ 
mentality  thereof,  a  political  subdivision 
of  the  State  or  i^rumentality  thereof, 
or  a  corporation  may  appear  by  any  of 
its  officers  or  employees  duly  authorized 
to  appear  on  its  behalf.  Counsel  must  be 
members  in  good  standing  of  the  bar  of 
any  State,  Territory,  or  possession  of  the 
United  States  or  of  the  District  of  Colum¬ 
bia  or  the  Commonwealth  of  Puerto  Rico. 

§  2.12  Authority  for  representation. 

Any  individual  acting  in  a  representa¬ 
tive  capacity  in  any  proceeding  may  be 
required  to  show  his  authority  to  act  in 
such  capacity. 

§  2.13  Exclusion  from  hearing  for  mis¬ 
conduct. 

Disrespectful,  disorderly,  or  contuma¬ 
cious  language  or  contemptuous  conduct, 
refusal  to  comply  with  directions,  or 
continued  use  of  dilatory  tactics  by  any 
person  at  any  hearing  before  a  presiding 
officer  shall  constitute  grounds  for  Im¬ 
mediate  exclusion  of  such  person  from 
the  hearing  by  the  presiding  officer. 

Subpart  C — Parties 
§  2.21  Parties;  General  Counsel  a  party. 

(a)  The  term  party  shall  include  an 
ai^licant  or  recipient  or  other  person 
wdth  respect  to  whom  a  notice  of  hearing 
or  opportunity  for  hecolng  has  been 
served  naming  him  as  respondent. 

(b)  The  General  Counsel  of  the  De¬ 
partment  of  Housing  and  Urban  Devel¬ 
opment  shall  be  deemed  a  party  to  all 
proceedings. 

§  2.22  Amici  curiae. 

(a)  Any  interested  person  or  organiza¬ 
tion  may  file  a  petition  to  participate  In 
a  proceeding  as  an  amicus  curiae.  Such 
petition  shall  be  filed  prior  to  the  pre- 
hearing  conference  or,  if  none  ts  held, 
before  the  commencement  of  the  hearing, 
unless  the  petitioner  shows  good  cause 
for  filing  the  petition  later.  The  presid¬ 
ing  officer  may  grant  the  petition  if  he 
finds  that  the  petitioner  has  a  legitimate 


Interest  in  the  proceedings,  and  that  such 
participation  will  not  unduly  delay  the 
outcome  and  may  contribute  materially 
to  the  proper  disposition  thereof.  An 
amicus  curiae  is  not  a  party  and  may  not 
Introduce  evidence  at  a  hearing. 

(b)  An  amicus  curiae  may  submit  a 
statement  of  position  to  the  presiding  of¬ 
ficer  prior  to  the  beginning  of  a  hearing, 
and  shall  serve  a  copy  on  each  party. 
The  amicus  curiae  may  submit  a  brief 
on  each  occasion  a  decision  is  to  be  made 
or  a  prior  decision  is  subject  to  review. 
His  brief  shall  be  filed  and  served  on 
each  party  within  the  time  limits  appli¬ 
cable  to  the  party  whose  position  he 
deems  himself  to  support;  or  if  he  docs 
not  deem  himself  to  suppiort  the  position 
of  any  party,  within  the  longest  time 
limit  applicable  to  any  party  at  that  par¬ 
ticular  stage  of  the  proceedings. 

(c)  When  all  parties  have  completed 
their  initial  examination  of  a  witness, 
any  amicus  curiae  may  request  the  pre¬ 
siding  officer  to  propound  specific  ques¬ 
tions  to  the  witness.  The  presiding  officer, 
in  his  discretion,  may  grant  any  such  re¬ 
quest  if  he  believes  the  proposed  addi¬ 
tional  testimony  may  assist  materially 
in  elucidating  factual  matters  at  Issue 
between  the  parties  and  will  not  expand 
the  issues. 

§  2.23  Complainants  not  parties. 

A  person  submitting  a  complaint  pur¬ 
suant  to  i  1.7(b)  of  this  title  is  not  a 
party  to  the  proceedings  governed  by 
this  part,  but  may  petition,  after  pro¬ 
ceedings  are  Initiated,  to  become  an 
amicus  curiae.  In  any  event  a  complain¬ 
ant  shall  be  advised  of  the  time  and 
place  of  the  hearing. 

Subpart  D — Form,  Execution,  Service 
and  Filing  of  Documents 
§  2.31  Form  of  doenments  to  be  filed. 

Dociunents  to  be  filed  under  the  rules 
In  this  part  shall  be  dated,  the  original 
signed  in  ink,  shall  show  the  docket  de¬ 
scription  and  title  of  the  proceeding  and 
the  title,  if  any,  and  address  of  the  sig¬ 
natory.  Copies  need  not  be  signed,  but 
the  name  of  the  person  signing  the  orig¬ 
inal  shall  be  reproduced.  Documents 
shall  be  legible  and  shall  not  be  more 
than  8^  Inches  wide  and  12  Inches  long. 

§  2.32  Signature  of  documents. 

The  signature  of  a  party,  authorized 
officer,  employee  or  attorney  constitutes 
a  certificate  that  he  has  read  the  docu¬ 
ment,  that  to  the  best  of  his  knowledge. 
Information,  and  belief  there  is  good 
ground  to  support  It,  and  that  It  is  not 
interposed  for  delay.  If  a  document  is  not 
signed  or  Is  signed  with  Intent  to  defeat 
the  purpose  of  this  section,  it  may  be 
stricken  as  sham  and  false  and  the  pro¬ 
ceeding  may  proceed  as  though  the  doc¬ 
ument  had  not  been  filed.  Similar  action 
may  be  taken  If  scandalous  or  indecent 
matter  is  inserted. 

§  233  Filing  and  service. 

All  notices  by  the  responsible  Depart¬ 
ment  official  or  the  presiding  officer,  and 
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all  written  motions,  requests,  peti¬ 
tions,  memoranda,  pleadings,  exceptions, 
briefs,  decisions,  and  correspondence  to 
the  responsible  Department  official  or 
the  presiding  officer  from  a  party,  or  vice 
versa,  relating  to  a  proceeding  after  Its 
commencement  shall  be  filed  and  served 
on  all  parties.  Parties  shall  supply  the 
original  and  two  copies  of  documents 
submitted  for  filing.  Pilings  shall  be 
made  with  the  Civil  Rights  docket  clerk 
at  the  address  stated  In  the  notice  of 
hearing  or  notice  of  opportunity  for 
hearing,  during  regular  business  hoius. 
Regular  business  hours  are  every  Mon¬ 
day  through  Friday  (legal  holidays  In 
the  District  of  Columbia  excepted)  from 
8:45  a.m.  to  5:15  p.m.,  e.s.t.  or  d.8.t., 
whichever  Is  effective  In  the  District  of 
Columbia  at  the  time.  Originals  only  of 
exhibits  and  transcripts  of  testimony 
need  be  filed.  For  requirements  of  serv¬ 
ice  on  amici  curiae,  see  S  2.107. 

§  2.34  Service — how  made. 

Service  shall  be  made  by  personal  de¬ 
livery  of  one  copy  to  each  person  to  bo 
served  or  by  registered  or  certified  mall, 
retiUTi  receipt  requested,  properly  ad¬ 
dressed  with  postage  prepaid.  When  a 
party  or  amicus  has  appeared  by  at¬ 
torney  or  other  representative,  service 
upon  such  attorney  or  representative  will 
be  deemed  service  upon  the  party  or 
amicus.  Elocuments  served  by  mall  pref¬ 
erably  should  be  mailed  In  sufficient  time 
to  reach  the  addressee  by  the  date  on 
which  the  original  Is  due  to  be  filed,  and 
should  be  air  mailed  If  the  addressee  Is 
more  than  300  miles  distant. 

§  2.35  Date  of  service. 

The  date  of  service  shall  be  the  day 
when  the  matter  Is  deposited  In  the  U.S. 
maU  or  Is  delivered  In  person,  except  that 
the  date  of  service  of  the  Initial  notice  of 
hearing  or  opix>rtunity  for  hearing  shall 
be  the  date  of  its  delivery,  or  of  Its  at¬ 
tempted  delivery  If  refused. 

§  2.36  Certificate  of  service. 

The  original  of  every  dociunent  filed 
and  required  to  be  served  upon  parties  to 
a  proceeding  shall  be  endorsed  with  a 
certificate  of  service  signed  by  the  party 
making  service  or  by  his  attorney  or  rep¬ 
resentative,  stating  that  such  service  has 
been  made,  the  date  of  service,  and  the 
manner  of  service,  whether  by  mall  or 
personal  delivery. 

Subpart  E — Time 
§  2.41  Computation. 

In  computing  any  period  of  time  un¬ 
der  the  rules  In  this  part  or  In  an  order 
Issued  hereunder,  the  time  begins  with 
the  day  following  the  act,  event,  or  de¬ 
fault,  and  Includes  the  last  day  of  the 
period,  unless  It  Is  a  Saturday,  Simday, 
or  legal  holiday  observed  In  the  District 
of  Coliunbla,  In  which  event  It  Includes 
the  next  following  business  day.  When 
the  period  of  time  prescribed  or  allowed 
Is  less  than  7  days,  Intermediate  Satur¬ 
days.  Sundays,  and  legal  holidays  shall 
be  excluded  from  the  computation. 
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§  2.42  Extension  of  lime  or  postpone¬ 
ment. 

Requests  for  extension  of  time  should 
be  served  on  all  parties  and  should  set 
forth  the  reasons  for  the  application. 
Applications  may  be  granted  upon  a 
showing  of  good  cause  by  the  applicant. 
From  the  designation  of  a  presiding  of¬ 
ficer  until  the  Issuance  of  his  decision, 
such  requests  should  be  addressed  to  him. 
Answers  to  such  requests  are  permitted  If 
made  promptly. 

§  2.43  Reduction  of  time  tu  file  doru- 
nicnl.<). 

For  g(XDd  cause,  the  responsible  De¬ 
partment  official  with  respect  to  pending 
matters  may  reduce  any  time  limit  pre¬ 
scribed  by  the  rules  In  this  part,  except 
as  provided  by  law  or  In  Part  1  of  this 
title. 

Subpart  F — Proceedings  Prior  to 
Hearing 

§  2.51  Notice  of  hearing  or  opportunity 
for  hearing. 

Proceedings  are  commenced  by  mail¬ 
ing  a  notice  of  hearing  or  opportunity 
for  hearing  to  an  affected  applicant  or 
recipient,  pursuant  to  this  part. 

§  2.52  Answer  to  notice. 

The  respondent,  applicant,  or  recipient 
may  file  an  answer  to  the  notice  within 
20  days  after  service  thereof.  Answers 
shall  admit  or  deny  specifically  and  In 
detail  each  allegation  of  the  notice,  un¬ 
less  the  respondent  party  Is  without 
knowledge.  In  which  case  his  answer 
should  so  state,  and  the  statement  will 
be  deemed  a  denial.  Allegations  of  fact 
In  the  notice  not  denied  or  controverted 
by  ansv'er  shall  be  deemed  admitted. 
Matters  alleged  as  affirmative  defenses 
shall  be  separately  stated  and  numbered. 
Failure  of  the  respondent  to  file  an  an¬ 
swer  within  the  20-day  period  following 
service  of  the  notice  may  be  deemed  an 
admission  of  all  matters  of  fact  recited  In 
the  notice. 

§  2.53  Amendment  of  notice  or  answer. 

The  General  Counsel  may  amend  the 
notice  of  hearing  or  opportunity  for 
hearing  once  as  a  matter  of  course  before 
an  answer  thereto  Is  served,  and  each 
respondent  may  amend  his  answer  once 
as  a  matter  of  course  not  later  than  10 
days  before  the  date  fixed  for  hearing 
but  In  no  event  later  than  20  days  from 
the  date  of  service  of  his  original  answer. 
Otherwise  a  notice  or  answer  may  be 
amended  only  by  leave  of  the  presiding 
officer.  A  respondent  shall  file  his  answer 
to  an  amended  notice  within  the  time 
remaining  for  filing  the  answer  to  the 
original  notice  or  within  10  days  after 
service  of  the  amended  notice,  whichever 
period  may  be  the  longer,  unless  the  pre¬ 
siding  officer  otherwise  orders. 

§2.54  Request  for  hearing. 

Within  20  days  after  service  of  a  notice 
of  opportunity  for  heating  which  does 
not  fix  a  date  for  hearing,  the  respondent, 
either  In  his  answer  or  in  a  separate 
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document,  may  request  a  hearing.  Fail¬ 
ure  of  the  respondent  to  request  a  hear¬ 
ing  shall  be  deemed  a  waiver  of  all  right 
to  a  hearing  and  to  constitute  his  con¬ 
sent  to  the  making  of  a  decision  on  the 
basis  of  such  information  as  is  available. 

§  2.55  Consuliilatioii. 

The  responsible  Department  official 
may  provide  for  proceedings  in  the  De¬ 
partment  to  be  joined  or  consolidated  for 
hearing  with  proceedings  in  other  Fed¬ 
eral  departments  or  agencies,  by  agree¬ 
ment  with  .such  other  departments  or 
agencies.  All  parties  to  any  proceeding 
consolidated  subsequently  to  service  of 
the  notice  of  hearing  or  opportunity  for 
hearing  shall  be  promptly  served  with 
notice  of  such  consolidation. 

§  2.56  Motions. 

Motions  and  petitions  shall  state  the 
relief  sought,  the  authority  relied  upon, 
and  the  facts  alleged.  If  made  before  or 
after  the  hearing,  these  matters  shall  be 
In  writing.  If  made  at  the  hearing,  they 
may  be  stated  orally;  but  the  presiding 
officer  may  require  that  they  be  reduced 
to  writing  and  filed  and  served  on  all 
parties  in  the  same  manner  as  a  formal 
motion.  Motions,  answers,  and  replies 
shall  be  addressed  to  the  presiding  offi¬ 
cer.  A  repetitious  motion  will  not  be  en¬ 
tertained. 

§  2.57  Responses  to  motions  and  peti¬ 
tions. 

Within  8  days  after  a  written  motion 
or  petition  is  served,  or  such  other  period 
as  the  responsible  Department  official  or 
the  presiding  officer  may  fix,  any  party 
may  file  a  response  thereto.  An  imme¬ 
diate  oral  response  may  be  made  to  an 
oral  motion. 

§  2.58  Disposition  of  motions  and  peti¬ 
tions. 

The  responsible  Department  official  or 
the  presiding  officer  may  not  sustain  or 
grant  a  written  motion  or  petition  prior 
to  expiration  of  the  time  for  filing  re¬ 
sponses  thereto,  but  may  overrule  or  deny 
such  motion  or  petition  without  awaiting 
response:  Provided,  however.  That  pre- 
hearing  conferences,  hearings,  and  deci¬ 
sions  need  not  be  delayed  pending  dis¬ 
position  of  motions  or  petitions.  Oral 
motions  and  petitions  may  be  ruled  on 
immediately.  Motions  and  petitions  sub¬ 
mitted  to  the  presiding  officer  or  the 
responsible  Department  official,  respec¬ 
tively,  not  disposed  of  in  separate  rulings 
or  In  their  respective  decisions  will  be 
deemed  denied.  Oral  argument  shall  not 
be  held  on  written  motions  or  petitions 
unless  the  presiding  officer  in  his  discre¬ 
tion  expressly  so  orders. 

Subpart  G — Responsibilities  and 
Duties  of  Presiding  Officer 
§  2.61  Wlio  pre.sides. 

A  presiding  officer  shall  preside  over 
all  proceedings  held  under  this  part. 

§  2.62  Designation  of  hearing  examiner. 

The  designation  of  a  hearing  exam¬ 
iner  as  presiding  officer  shall  be  in 
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writing,  and  shall  specify  whether  the 
examiner  is  to  make  an  tnltla]  dedsion 
or  to  certify  the  entire  record,  including 
his  recommended  findings  and  proposed 
decision,  to  the  responsible  Department 
official,  and  may  also  fix  the  time  and 
place  of  hearing.  A  copy  of  such  desig¬ 
nation  shall  be  served  on  all  parties. 
After  service  of  the  designation  of  a 
hearing  examiner  to  preside,  and  until 
such  examiner  makes  his  decision,  mo¬ 
tions  and  petitions  shall  be  submitted  to 
him.  In  the  case  of  the  death,  illness, 
disqualification,  or  unavailability  of  the 
designated  hearing  examiner,  another 
hearing  examiner  may  he  desl^ated  to 
take  his  place. 

§  2.63  Aathority  of  presiding  officer. 

The  presiding  officer  shall  have  the 
duty  to  conduct  a  fair  hearing,  to  take 
all  necessary  action  to  avoid  delay,  and 
to  maintain  order.  He  shall  have  all 
powers  necessary  to  these  ends,  includ¬ 
ing  (but  not  limited  to)  the  power  to: 

(a)  Arrange  and  issue  notice  of  the 
date,  time,  and  place  of  hearings  or, 
upon  due  notice  to  the  parties,  change 
the  date,  time,  and  place  of  hearings 
previously  set. 

(b)  Hold  conferences  to  settle,  sim¬ 
plify,  or  fix  the  issues  in  a  proceeding,  or 
to  consider  other  matters  that  may  aid 
in  the  expeditious  disposition  of  the 
proceeding. 

(c)  Require  parties  and  amici  curiae 
to  state  their  position  with  respect  to  the 
various  issues  in  the  proceeding. 

(d)  Administer  oaths  and  affirma¬ 
tions. 

(e)  Rule  on  motions  and  other  pro¬ 
cedural  items  on  matters  pending  before 
him. 

(f)  Regulate  the  course  of  the  hear¬ 
ing  and  the  conduct  of  counsel  therein. 

(g)  Examine  witnesses  and  direct 
witnesses  to  testify. 

(h)  Receive,  rule  on,  exclude,  or 
limit  evidence. 

(I)  Fix  the  time  for  filing  motions, 
petitions,  briefs,  or  other  items  in  mat¬ 
ters  pending  before  him. 

(J)  Issue  initial  or  recommended  de¬ 
cisions,  or  final  decisions  where  the  re¬ 
sponsible  Department  official  presides. 

(k)  Take  any  su;tlon  authorized  by 
the  rules  in  this  p>art  or  in  conformance 
with  the  provisions  of  5  I7.S.C.  551-559 
(the  Adininlstratlve  Procedure  Act). 

Subpart  H — Hearing  Procedures 

§  2.71  Statements  of  positions  and  trial 
briefs. 

The  presiding  officer  may  require 
ptuiles  and  amici  curiae  to  file  written 
statements  of  position  prior  to  the  be¬ 
ginning  of  a  hearing,  to  submit  trial 
briefs,  and  to  participate  in  conferences 
to  settle,  simplify,  or  fix  the  issues  in  a 
proceeding. 

S  2.72  Evidentlarj  purpose. 

(a)  The  hearing  is  directed  to  receiv¬ 
ing  factual  evidence  smd  expert  opinlcm 
testimony  related  to  the  issues  in  the 
proceeding.  Argument  will  not  be  received 
in  evidence;  rather  it  should  be  presented 
in  statements,  memoranda,  or  briefs,  as 
determined  by  the  presiding  officer. 


Brief  opening  statements,  which  shall 
be  limited  to  statement  of  the  party’s 
position  and  what  be  Intends  to  prove, 
may  be  made  at  hearings. 

(b)  Hearings  for  the  reception  of 
evidence  win  be  held  only  In  cases  where 
issues  of  fact  must  be  resolved  in  order 
to  determine  whether  the  respondent  has 
failed  to  comply  with  one  or  more  appli¬ 
cable  requirements  of  Part  1  of  this  title. 
In  any  case  where  it  appears  from  the 
respondent’s  answer  to  the  notice  of 
hearing  or  opportunity  for  hearing, 
from  his  failure  timely  to  answer,  or 
from  his  admissions  or  stipulations  in  the 
record,  that  there  are  no  matters  of 
material  fact  in  dispute,  the  presiding 
officer  may  enter  an  order  so  finding, 
vacating  the  hearing  date  if  one  has  been 
set,  and  fixing  the  time  for  filing  briefs 
imder  §  2.101.  Thereafter  the  proceedings 
shall  go  to  conclusion  in  accordance 
with  Subpart  J  of  this  part.  The  presiding 
officer  may  allow  an  appeal  from  such 
order  in  accordance  with  S  2.86. 

§  2.73  Tefltimonj. 

Testimony  shall  be  given  orally  imder 
oath  or  affirmation  by  witnesses  at  the 
hearing;  but  the  presiding  officer,  in  his 
discretion,  may  require  or  permit  tlmt  the 
direct  testimony  of  any  witness  be  pre¬ 
pared  in  writing  and  served  on  all  parties 
in  advance  of  the  hearing.  Such  testi¬ 
mony  may  be  adopted  by  the  witness 
at  the  hearing  and  filed  as  part  of  the 
record  thereof.  Unless  authorized  by  the 
presiding  officer,  witnesses  will  not  be 
permitted  to  retui  prepared  testimony 
into  the  record.  Except  as  provided  in 
SS  2.75  and  2.76,  witnesses  shidl  be  avail¬ 
able  at  the  hea.lng  for  cross-examina¬ 
tion. 

§  2.74  Exhibits. 

Proposed  exhibits  shall  be  exchanged 
at  the  prehearing  conference,  or  other¬ 
wise  prlor.to  the  hearing  if  the  presiding 
officer  so  requires.  Proposed  exhibits  not 
so  exchanged  may  be  denied  admission 
as  evidence.  TTie  authenticity  of  all  pro¬ 
posed  exhibits  exchanged  prior  to  hear¬ 
ing  will  be  deemed  admltt^  unless  writ¬ 
ten  objection  thereto  is  filed  prior  to 
the  hearing  or  unless  good  cause  is 
shown  at  the  hearing  for  failure  to  file 
such  written  objection. 

§  2.75  Affidavits. 

An  affidavit  Is  not  Inadmissible  as  such. 
Unless  the  presiding  officer  fixes  other 
time  periods,  affidavits  shall  be  filed  and 
served  on  the  parties  not  later  than  15 
days  prior  to  the  hearing;  and.  not  less 
than  7  days  prior  to  hearliig,  a  party  may 
file  and  serve  written  objection  to  any 
affidavit  on  the  groimd  that  he  believes 
it  necessary  to  test  the  truth  of  assertions 
therein  at  hearing.  In  such  event  the 
assertions  objected  to  will  not  be  received 
in  evidence  unless  the  affiant  is  made 
available  for  cross-examination,  or  the 
presiding  officer  determines  that,  cross- 
examination  is  not  necessary  for  the 
full  and  true  disclosure  of  facts  referred 
to  in  such  assertions.  Notwithstanding 
any  objection,  however,  affidavits  may  be 
considered  in  the  case  of  any  respondent 
who  waives  a  hearing. 


§  2.76  D^IMMitions. 

Upon  such  terms  as  the  presiding  offi¬ 
cer  determines  to  be  just,  and  for  the 
convenience  of  the  parties  or  of  the  De¬ 
partment.  the  presiding  officer  may  au¬ 
thorize  or  direct  the  testimony  of  any 
witness  to  be  taken  by  deposition. 

§  2.77  Admissions  as  to  facts  and  doc¬ 
uments. 

Not  later  than  15  days  prior  to  the 
scheduled  date  of  the  hearing  except  for 
good  cause  shown,  or  prior  to  such  earlier 
date  as  the  presiding  officer  may  order, 
any  party  may  serve  upon  an  opposing 
party  a  written  request  for  the  admission 
of  the  genuineness  and  authenticity  of 
any  relevant  documents  described  in  and 
exhibited  with  the  request,  or  for  the 
admission  of  the  truth  of  any  relevant 
matters  of  fact  stated  in  the  request. 
Each  of  the  matters  of  which  an  admis¬ 
sion  is  requested  shall  be  deemed  ad¬ 
mitted  unless  within  a  period  designated 
in  the  request  (not  less  than  10  days  after 
service  thereof,  or  within  such  fmrther 
time  as  the  presiding  officer  may  allow 
upon  motion  and  notice)  the  party  to 
whom  the  request  is  directed  serves  upon 
the  requesting  party  a  sworn  statement 
either  denying  specifically  the  matters  of 
which  an  admission  is  requested  or  set¬ 
ting  forth  in  detail  the  reasons  why  he 
cannot  truthfully  either  admit  or  deny 
such  matters.  Copies  of  requests  for  ad¬ 
mission  and  answers  thereto  shall  be 
served  on  all  parties.  Any  admission 
made  by  a  party  to  such  request  is  only 
for  the  purposes  of  the  pending  proceed¬ 
ing,  or  any  proceeding  or  action  institu¬ 
ted  for  the  enforcement  of  any  order 
entered  therein,  and  shall  not  constitute 
an  admission  by  him  for  any  other  pur¬ 
pose  or  be  used  against  him  in  any  other 
proceeding  or  action. 

§  2.78  Evidence. 

Irrelevant,  immaterial,  imreliable,  and 
imduly  repetitious  evidence  will  be 
excluded. 

§  2.79  Cross-examination. 

A  witness  may  be  cross-examined  on 
any  matter  material  to  the  proceeding. 

§  2.80  Unsponsored  written  material. 

Letters  expressing  views  or  urging  ac¬ 
tion  and  other  unsponsored  written  ma¬ 
terial  regarding  matters  in  issue  in  a 
hearing  will  be  placed  in  the  correspond¬ 
ence  section  of  the  docket  of  the  pro¬ 
ceeding.  These  data  are  not  deemed  part 
of  the  evidence  or  record  in  the  hearing. 
§  2.81  Objections. 

Objections  to  evidence  shall  be  timely 
and  briefly  state  the  ground  relied  upon. 

§  2.82  Exceptions  to  rulings  of  presiding 
officer  unnecessary. 

Exceptions  to  rulings  of  the  presiding 
officer  are  unnecessary.  It  is  sufficient 
that  a  party,  at  the  time  the  ruling  of  the 
presiding  officer  is  sought,  makes  known 
the  action  which  he  desires  the  presiding 
officer  to  take,  or  his  objection  to  an  ac¬ 
tion  taken,  and  his  grounds  therefor. 
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§  2.83  Official  notice. 

Where  official  notice  la  taken  or  la  to 
be  taken  of  a  material  fact  not  appearing 
In  the  eyldence  of  record,  any  party,  on 
timely  request,  shall  be  afford^  an  op¬ 
portunity  to  show  the  contrary. 

§  2.84  Public  document  items. 

Whenever  there  Is  offered  (in  whole  or 
in  part)  a  public  doctunent,  such  as  an 
official  report,  decision,  opinion,  or  pub¬ 
lished  scientific  or  economic  statistical 
data  Issued  by  any  of  the  executive 
departments  (or  their  subdivisions) . 
legislative  agencies  or  committees,  or 
administrative  agencies  of  the  Federal 
<3ovemment  (including  Government- 
owned  corporations) ,  or  a  similar  docu¬ 
ment  issu^  by  a  State  or  Its  agencies, 
and  such  document  (or  part  thereof)  has 
been  shown  by  the  offeror  to  be  reason¬ 
ably  available  to  the  public,  such  docu¬ 
ment  need  not  be  produced  or  marked 
for  Identification,  but  may  be  offered  for 
official  notice,  as  a  public  document  item 
by  sp>eclfylng  the  document  or  relevant 
part  thereof. 

§2.85  Offer  of  proof. 

An  offer  of  proof  made  In  connection 
with  an  objection  taken  to  any  ruling  of 
the  presiding  officer  rejecting  or  exclud¬ 
ing  proffered  oral  testimony  shall  consist 
of  a  statement  of  the  substance  of  the 
evidence  which  counsel  contends  would 
be  adduced  by  such  testimony;  and.  If 
the  excluded  evidence  consists  of  evi¬ 
dence  In  documentary  or  written  form  or 
of  reference  to  documents  or  records,  a 
copy  of  such  evidence  shall  be  marked 
for  identification  and  shall  accompany 
the  record  as  the  offer  of  proof.  • 

§  2.86  Appeals  from  ruling  of  presiding 
officer. 

Rulings  of  the  presiding  officer  may 
not  be  appealed  to  the  responsible 
Department  official  prior  to  his  consid¬ 
eration  of  the  entire  proceeding  except 
with  the  consent  of  the  presiding  officer 
and  where  he  certifies  on  the  record  or 
In  writing  that  the  allowance  of  an 
Interlocutory  appeal  Is  clearly  necessary 
to  prevent  exceptional  delay,  expense,  or 
prejudice  to  any  party,  or  substantial 
detriment  to  the  public  Interest.  If  an 
appeal  is  allowed,  any  party  may  file  a 
brief  with  the  responsible  Department 
official  within  such  period  as  the  presid¬ 
ing  officer  directs.  No  oral  argument  will 
be  heard  imless  the  responsible  Depart¬ 
ment  official  directs  otherwise.  At  any 
time  prior  to  submission  of  the  proceed¬ 
ing  to  him  for  decision,  the  responsible 
Department  official  may  direct  the  pre¬ 
siding  officer  to  certify  any  question  or 
the  entire  record  to  him  for  decision. 
Where  the  entire  record  is  so  certified, 
the  presiding  officer  shall  recommend  a 
decision. 

Subpart  I — The  Record 
§  2.91  Official  transcript. 

The  Department  will  designate  the 
official  reporter  for  all  hearings.  The  offi¬ 
cial  transcripts  of  testimony  taken, 
together  with  any  exhibits,  briefs,  or 
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memoranda  of  law  filed  therewith  shall 
be  filed  with  the  Department.  Tran¬ 
scripts  of  testimony  in  hearings  may  be 
obtained  from  the  official  reporter  by  the 
parties  and  the  public  at  rates  not  to 
exceed  the  maximiun  rates  fixed  by  the 
contract  between  the  Department  and 
the  reporter.  Upon  notice  to  all  parties, 
the  presiding  officer  may  authorize  cor¬ 
rections  to  the  transcript  which  Involve 
matters  of  substance. 

§  2.92  Record  for  decision. 

The  transcript  of  testimony,  exhibits, 
and  all  puipers  and  requests  filed  In  the 
proceedings,  except  the  correspondence 
section  of  the  docket.  Including  rulings 
and  any  recommended  or  initial  decision 
shall  constitute  the  exclusive  record  for 
decision. 

Subpart  J — Posthearing  Procedures, 
Decisions 

§2.101  Posthearing  briefs:  proposed 
findings  and  conclusions. 

(a)  The  presiding  officer  shall  fix  the 
time  for  filing  posthearing  briefs,  which 
may  contain  proposed  findings  of  fact 
and  conclusions  of  law  and,  if  permitted, 
reply  briefs. 

(b)  Briefs  should  Include  a  summary 
of  the  evidence  relied  upon,  together 
with  references  to  exhibit  numbers  and 
plages  of  the  transcript,  with  citations  of 
the  authorities  relied  upon. 

§  2.102  Decisions  following  hearing. 

When  the  time  for  submission  of  post- 
hearing  briefs  has  expired,  the  presiding 
officer,  if  the  responsible  Department  of¬ 
ficial,  shall  make  a  final  decision.  If  the 
presiding  officer  Is  a  hearing  examiner, 
he  shall  certify  the  entire  record,  includ¬ 
ing  hls  recommended  findings  and  pro¬ 
posed  decision,  to  the  responsible  De¬ 
partment  official  or.  If  so  authorized, 
shall  make  an  initial  decision.  A  copy 
of  the  recommended  findings  and  pro¬ 
posed  decision,  or  of  the  initial  decision, 
shall  be  served  upon  all  parties,  and 
amici.  If  any. 

§  2.103  Exceptions  to  initial  or  recom* 
mended  decisions. 

Within  30  days  after  the  mailing  of  an 
initial  or  recommended  decision,  any 
party  may  file  exceptions  to  the  decls.on, 
stating  reasons  therefor,  with  the  re¬ 
sponsible  Department  official.  Any  other 
party  may  file  a  response  thereto  within 
45  days  after  the  mailing  of  the  decision. 
Upon  the  filing  of  such  exceptions,  the 
responsible  Department  official  shall  re¬ 
view  the  decision  and  Lssue  his  decision 
thereon, 

§  2.104  Final  decisions. 

(a)  The  resrwnslble  Department  offi¬ 
cial  shall  make  the  final  decision  In  all 
proceedings  under  this  part  after  expira¬ 
tion  of  all  applicable  time  limits  provided 
in  §  2.101  or  5  2.103. 

(b)  Where  the  hearing  is  conducted 
by  a  hearing  examiner  who  makes  an 
initial  decision.  If  no  exceptions  thereto 
are  filed  within  the  30-day  period  speci¬ 
fied  in  S  2.103,  such  Initial  decision  shall 
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become  the  final  decision  of  the  respon¬ 
sible  Department  official  upon  hls  ap¬ 
proval  thereof  and  shall  constitute 
“final  agency  action”  within  the  mean¬ 
ing  of  5  U.S.C.  704  (formerly  section  10 

(c)  of  the  Administrative  Procedure 
Act),  subject  to  the  provisions  of  para¬ 
graph  (c)  of  this  section. 

(c)  Where  the  final  decision  of  the 
responsible  Department  official  does  not 
provide  for  the  suspension  or  termina¬ 
tion  of,  or  the  refasal  to  grant  or  con¬ 
tinue,  Federal  financial  assistance  or  the 
Imposition  of  any  other  sanction,  it  Is  an 
“order”  within  the  meaning  of  5  U.S.C. 
551(6)  (formerly  section  2(d)  of  the  Ad¬ 
ministrative  Procedure  Act)  and  shall 
constitute  “final  agency  action”  within 
the  meaning  of  5  U.S.C,  704  (formerly 
section  10(c)  of  the  Administrative 
Procedure  Act).  When  such  final  deci¬ 
sion  of  the  responsible  Department  offi¬ 
cial  (other  than  the  Secretary)  does  pro¬ 
vide  for  suspension  or  termination  of, 
or  the  refusal  to  grant  or  continue.  Fed¬ 
eral  financial  assistance  or  the  imposi¬ 
tion  of  any  other  sanction,  such  decision 
shall  not  constitute  an  “order”  or  “final 
agency  action”  imtll  approved  by  the 
Secretary. 

(d)  All  final  decisions  shall  be  prompt¬ 
ly  served  on  all  parties,  and  amici.  If  any. 

§  2.105  Oral  argument  to  the  respon¬ 
sible  Department  official. 

(a)  If  any  party  desires  to  argue  a 
case  orally  on  exceptions  or  replies  to 
exceptions  to  an  Initial  or  recommended 
decision,  or  upon  review  on  Initiative  of 
the  responsible  Department  official,  he 
shall  make  such  request  In  writing,  .ne 
responsible  Department  official  may 
grant  or  deny  such  requests  in  hls  dis¬ 
cretion.  If  granted,  he  will  serve  notice 
of  oral  argument  on  all  parties.  The  no¬ 
tice  will  set  forth  the  order  of  presenta¬ 
tion,  the  amount  of  time  allotted,  and 
the  time  and  place  for  argument.  The 
names  of  persons  who  will  argue  should 
be  filed  with  the  Civil  Rights  docket  clerk 
not  later  than  7  days  before  the  date  set 
for  oral  argument. 

(b)  The  purpose  of  oral  argument  Is  to 
emphasize  and  clarify  the  written  argu¬ 
ment  In  the  briefs.  Reading  at  length 
from  the  brief  or  other  texts  Is  not  fa¬ 
vored.  Participants  should  confine  their 
arguments  to  points  of  controlling  im¬ 
portance  and  to  points  upon  which  ex¬ 
ceptions  have  been  filed.  Consolidation 
of  appearances  at  oral  argiiment  by  par¬ 
ties  taking  the  same  side  will  permit  the 
parties'  interests  to  be  presented  more 
effectively  in  the  time  allotted. 

(c)  Pamphlets,  charts,  and  other  writ¬ 
ten  material  may  be  presented  at  oral 
argument  only  If  such  material  Is  limited 
to  facts  already  In  the  record  and  is 
served  on  all  parties  and  filed  with  the 
Civil  Rights  docket  clerk  at  lea.st  7  days 
before  the  argument. 

§  2.106  Service  on  amici  curiae. 

All  briefs,  exceptions,  memoranda,  re¬ 
quests,  and  decisions  referred  to  in  this 
Subpart  J  shall  be  served  upon  amici 
curiae  at  the  same  times  and  in  the  same 
manner  required  for  senrlce  on  parties. 
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Any  written  statements  of  position  and 
trial  briefs  required  of  parties  under 
S  2.71  shall  be  served  on  amici. 

Subpart  K — Judicial  Standards  of 
Practice 

§  2.111  Conduct. 

Parties  and  their  representatives  are 
expected  to  conduct  themselves  with 
honor  and  dignity  and  observe  judicial 
standards  of  practice  and  etliics  in  all 
proceedings.  They  should  not  Indulge  in 
oifensive  personalities,  unseemly  wran¬ 
gling.  or  intemperate  accusations  or 
characterizations.  A  representative  of 
any  party  whether  or  not  a  lawyer  shall 
observe  the  traditional  responsibilities  of 
lawyers  as  officers  of  the  court  and  use 
his  best  efforts  to  restrain  his  client  from 
improprieties  in  connection  with  a  pro¬ 
ceeding. 

§2.112  Improper  conduct. 

With  respect  to  any  proceeding  it  is 
Improper  for  any  interested  person  to 
attempt  to  sway  the  judgment  of  the 
responsible  Department  official  by  under¬ 
taking  to  bring  pressure  or  influence  to 
bear  upon  any  officer  having  a  respon¬ 
sibility  for  a  decision  In  the  proceeding, 
or  his  staff.  It  is  Improper  that  such  in¬ 
terested  persons  or  any  members  of  the 
Department’s  staff  or  the  presiding  offi¬ 
cer  give  statements  to  communications 
media,  by  paid  advertisement  or  other¬ 
wise,  designed  to  influence  the  judgment 
of  any  officer  having  responsibility  for  a 
decision  in  the  proceeding,  or  his  staff.  It 
is  improper  for  any  person  to  solicit  com¬ 
munications  to  any  such  officer,  or  his 
staff,  other  than  proper  communications 
by  parties  or  amici  curiae. 

§  2.113  Ex  parte  communications. 

Only  persons  employed  by  or  assigned 
to  work  with  the  responsible  Department 
official  who  perform  no  investigative  or 
prosecuting  fimction  in  connection  with 
a  proceeding  shall  communicate  ex  parte 
with  the  responsible  Department  official, 
or  the  presiding  officer,  or  any  employee 
or  person  Involved  in  the  decisional  proc¬ 
ess  in  such  proceedings  with  respect  to 
the  merits  of  that  or  a  factually  related 
proceeding.  The  responsible  Department 
official,  the  presiding  officer,  or  any  em¬ 
ployee  or  person  Involved  in  the  deci¬ 
sional  process  of  a  proceeding  shall  com¬ 
municate  ex  parte  with  respect  to  the 
merits  of  that  or  a  factually  related  pro¬ 
ceeding  only  with  persons  who  are  em¬ 
ployed  by  or  assigned  to  work  with  them 
and  who  perform  no  investigative  or 
prosecuting  function  in  connection  with 
the  proceeding. 

§2.114  Expeditious  treatment. 

Requests  for  expeditious  treatment  of 
matters  pending  before  the  responsible 
Department  official  or  the  presiding  of¬ 
ficer  are  deemed  communications  on  the 
merits,  and  are  improper  except  when 
forwarded  from  parties  to  a  proceeding 
and  served  upon  all  other  parties  thereto. 
Such  commimlcations  should  be  In  the 
form  of  a  motion. 

§2.11!)  MattoA  not  prohibited. 

A  request  for  information  which 
merely  inquires  about  the  status  of  a 


proceeding  without  discussing  Issues  or 
expressing  points  of  view  is  not  deemed 
an  ex  parte  communication.  Such  re¬ 
quests  should  be  directed  to  the  Civil 
Rights  docket  clerk.  Commimications 
with  resi>ect  to  minor  procedm'al  matters 
or  inquiries  or  emergency  requests  for 
extensions  of  time  are  not  deemed  ex 
parte  communications  prohibited  by 
S  2.113.  Where  feasible,  however,  such 
communications  should  be  by  letter  with 
copies  to  all  parties.  Ex  parte  communi¬ 
cations  between  a  respondent  and  the 
responsible  Department  official  or  the 
Secretary  with  respect  to  securing  such 
respondent’s  voluntary  compliance  with 
any  requirement  of  Part  1  of  this  title 
are  not  prohibited. 

§2.116  Filing  of  ex  parle  communica¬ 
tions. 

A  prohibited  communication  in  writing 
received  by  the  Secretary,  the  respon¬ 
sible  Department  official,  or  by  the  pre¬ 
siding  officer,  shall  be  made  public  by 
placing  it  in  the  correspondence  file  of 
the  docket  in  the  case  and  will  not  be 
considered  as  part  of  the  record  for  de¬ 
cision.  If  the  prohibited  communication 
Is  received  orally,  a  memorandum  setting 
forth  its  substance  shall  be  made  and 
filed  in  the  correspondence  section  of  the 
docket  in  the  case.  A  person  referred  to 
in  such  memorandum  may  file  a  com¬ 
ment  for  inclusion  In  the  docket  if  he 
considers  the  memorandum  to  be  in¬ 
correct. 

Subpart  L — Posttermination 
Proceedings 

§2.121  Posttcrminatlon  proceedings. 

(a)  An  applicant  or  recipient  ad¬ 
versely  _  affected  by  the  order  terminat¬ 
ing,  discontinuing,  or  refusing  Federal 
financial  assistance  in  consequence  of 
proceedings  pursuant  to  this  title  may 
request  the  respxjnsible  Department  of¬ 
ficial  for  an  order  authorizing  payment, 
or  p>ermltting  resumption,  of  Federal  fi¬ 
nancial  assistance.  Such  request  shall  be 
in  writing  and  shall  affirmatively  show 
that,  since  entry  of  the  order,  it  has 
brought  its  program  or  activity  into  com¬ 
pliance  with  the  requirements  of  the  Act, 
and  with  Part  1  of  this  title,  and  shall 
set  forth  specifically,  and  in  detail,  the 
steps  which  it  has  taken  to  achieve  such 
compliance.  If  the  responsible  Depart¬ 
ment  official  denies  such  request,  the  ap¬ 
plicant  or  recipient  shall  be  given  an  ex¬ 
peditious  hearing  if  it  so  requests  in  writ¬ 
ing  and  specifies  why  it  believes  the 
responsible  Department  official  to  have 
been  In  error.  The  request  for  such  a 
hearing  shall  be  addressed  to  the  respon¬ 
sible  Department  official  and  shall  be 
made  within  30  days  after  the  applicant 
or  recipient  is  Informed  that  the  respon¬ 
sible  Department  official  has  refused  to 
authorize  payment  or  permit  resumption 
of  Federal  financial  assistance.  ‘ 

(b)  In  the  event  that  a  hearing  shall 
be  requested  pursuant  to  i>aragTaph  (a) 
of  this  section,  the  hearing  procedures 
established  by  this  part  shall  be  appli¬ 
cable  to  the  proceedings,  except  as  other¬ 
wise  provided  in  this  section. 


Subpart  M — Definitions 
§  2.131  Definitions. 

(a)  The  definitions  contained  in  S  1-2 
of  this  title,  to  the  extent  applicable,  ap¬ 
ply  to  this  part. 

(b)  The  term  “hearing  examiner’’  Is 
used  in  the  sense  in  which  used  In  5 
U.S.C.  3105  and  3344  (formerly  sec.  11  of 
the  Administrative  Procedure  Act). 

(c)  "Presiding  officer,”  In  any  partic¬ 
ular  matter,  may  be  the  assigned  hearing 
examiner  or  the  responsible  Department 
official. 

PART  7— EQUAL  EMPLOYMENT  OP¬ 
PORTUNITY;  POLICY  AND  PRO¬ 
CEDURES 

Subpart  A — Equal  Employment  Opportunity  With¬ 
out  Regard  to  Race,  Color,  Religion,  Sex,  or 
National  Origin 

General  Provisions 

Sec. 

7.1  Policy. 

7.2  Definitions. 

7.3  Designations. 

7.4  Affirmative  action  programs. 

Responsibilities 

7.10  Responsibilities  of  the  Director  and 

Deputy  Director  of  EEO. 

7.11  Responsibilities  of  the  EEO  Officers. 

7.12  Responsibilities  of  the  EEO  Counselors. 

7.13  Be.sponslbllltles  of  the  Assistant  Secre¬ 

tary  for  Administration. 

7.14  Responsibilities  of  personnel  officers. 

7.15  Responslolllties  of  the  Assistant  Re¬ 

gional  Administrators  for  Equal 
Opportunity. 

7.16  Responsibilities  of  supervisors. 

7.17  Responsibilities  of  employees. 

Precomplaint  Processing 

7.25  Who  may  request  counseling. 

7.26  The  EEO  Counselor. 

Complaints 

7.30  Presentation  of  complaint. 

7.31  Who  may  file  complaint,  with  whom 

filed,  and  time  limits. 

7.32  Contents. 

7.33  Acceptability. 

7.34  Processing. 

7.35  Adjustment  of  complaint. 

7.36  Hearing. 

7.37  Relationship  to  other  HUD  appellate 

procedures. 

7.38  Avoidance  of  delay. 

7.39  Decision  by  Director  of  EEO. 

7.40  Complaint  file. 

Appeal  to  the  Civil  Service  Commission 

7.45  Entitlement. 

7.46  Where  to  appeal. 

7.47  Time  limit. 

7.48  Appellate  procedures. 

7.49  Appellate  review  by  the  Commissioners. 

Authority;  The  provisions  of  this  Part  7 
Issued  under  sec.  7(d),  79  Stat.  670;  42 
U.S.C.  3535(d);  E.O.  11478  of  Aug.  8,  1969, 
34  P.R.  12985,  Aug.  12,  1969;  42  U.S.C.  2000e 
note. 

Subpart  A — Equal  Employment  Op¬ 
portunity  Without  Regard  to  Race, 
Color,  Religion,  Sox,  or  National 
Origin 

General  Provisions 
§  7.1  Policy. 

In  conformity  with  the  policy  ex¬ 
pressed  in  Executive  Order  11478  and 
with  implementing  regulations  of  the 
Civil  Service  Commission,  codified  imder 
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5  CFR  Part  713,  it  is  the  policy  and  in¬ 
tent  of  the  Department  of  Housing  and 
Urban  Development  to  provide  equality 
of  opi>ortunity  in  employment  in  the 
Department  for  all  persons;  to  prohibit 
discrimination  because  of  race,  color, 
religion,  sex,  or  national  origin  in  all 
aspects  of  its  personnel  policies,  pro¬ 
grams,  practices,  and  operations  and  in 
all  its  working  conditions  and  relation¬ 
ships  with  employees  and  applicants  for 
employment:  and  to  promote  the  full 
realization  of  equal  opportunity  in  em¬ 
ployment  through  continuing  programs 
of  affirmative  action  at  every  manage¬ 
ment  level  within  the  Department. 

§  7.2  DennitloiiM. 

(a)  For  the  purpose  of  this  subpart, 
“organizational  imit’’  means  the  juris¬ 
dictional  area  of  the  OflSce  of  the  Secre¬ 
tary,  each  Assistant  Secretary,  the 
General  Counsel,  the  Federal  Insurance 
Administrator,  and  each  Regional  Ad¬ 
ministrator,  For  the  purpose  of  this  sub¬ 
part  the  jurisdictional  area  of  each 
Regional  Administrator  includes  all 
HUD  Area  Offices  and  Insuring  Offices 
within  the  region. 

(b)  The  term  “EEO.”  as  used  herein, 
means  Equal  Employment  Opportunity. 

§  7.3  Designations. 

(a)  Director  of  Equal  Employment  Op¬ 
portunity.  The  Assistant  Secretary  for 
Equal  Opportunity  Is  designated  the  Di¬ 
rector  of  EEO. 

(b)  Deputy  Director  of  Equal  Employ¬ 
ment  Opportunity.  The  Deputy  Assist¬ 
ant  Secretary  for  Equal  Opportunity  Is 
designated  the  Deputy  Director  of  EEO. 

(c)  Equal  Employment  Opportunity 
Officers.  Each  Assistant  Secretary,  the 
General  Coimsel,  the  Federal  Insurance 
Administrator,  and  each  Regional  Ad¬ 
ministrator  shall  be  the  EEO  Officer  for 
his  organizational  unit.  The  Executive 
Assistant  to  the  Secretary  shall  be  the 
EEO  Officer  for  the  Office  of  the 
Secretary. 

(d)  Equal  Employment  Opportunity 
Counselors.  Each  EEO  Officer,  with  the 
concurrence  of  the  Director  of  EEO, 
shall  designate  a  sdfficlent  number  of 
EEO  Counselors  for  his  organizational 
unit. 

§  7.4  Affirmative  aetiun  programs. 

Each  Assistant  Secretary,  the  General 
Counsel,  the  Federal  Insurance  Admin¬ 
istrator,  the  Executive  Assistant  to  the 
Secretary,  each  Regional  Administrator, 
Area  Office  Director,  and  Insuring  Office 
Director  shall  establish,  maintain,  and 
carry  out  a  plan  of  affirmative  action  to 
promote  equal  opportunity  in  every 
aspect  of  employment  policy  and  prac¬ 
tice.  Each  plan  shall  be  specifically 
designed  to  recognize  conditions,  situa¬ 
tions,  and  needs  of  the  particular  office, 
community  characteristics,  and  problems 
of  the  particular  locality.  Each  plan  is 
subject  to  approval  by  the  Director  of 
EEO  and  shall  be  developed  within  the 
framework  of  departmentwide  guidelines 
published  by  the  Director  of  EEO. 


RULES  AND  REGULATIONS 

Responsibilities 

§  7.10  Responsibilities  of  tlie  Direetor 
and  Deputy  Direetor  of  FEO. 

The  Director  and  Deputy  Director  of 
EEO  are  assigned  the  fimctlons  of : 

(a)  Advising  the  Secretary  with  re¬ 
spect  to  the  preparation  of  plans,  proce¬ 
dures,  regulations,  reports,  and  other 
matters  pertaining  to  the  Government’s 
equal  employment  opportunity  policy 
and  the  Department’s  EEO  program; 

(b)  In  coordination  with  other  offi¬ 
cials,  developing  and  maintaining  plans, 
procedures,  and  regulations  necessary  to 
carry  out  the  Department’s  EEO  pro¬ 
gram,  including  a  departmentwide  pro¬ 
gram  of  affirmative  action  developed  in 
coordination  with  other  officials;  he  ap¬ 
proves  programs  of  affirmative  action 
established  throughout  the  Department; 

(c)  Evaluating  from  time  to  time  the 
sufficiency  of  the  Department’s  EEO  pro¬ 
gram  and  reporting  thereon  to  the  Sec¬ 
retary  with  recommendations  as  to  any 
improvement  or  correction  needed,  in¬ 
cluding  remedial  or  disciplinary  action 
with  respect  to  managerial  or  supervi¬ 
sory  employees  who  have  failed  in  their 
responsibility; 

<d)  Appraising  the  Depai  tment’s  per¬ 
sonnel  operations  at  regular  intervals  to 
insure  their  conformity  with  the  policy 
of  the  Government  and  the  Etepart- 
ment’s  equal  employment  opportunity 
program ; 

(e)  Making  changes  in  programs  and 
procedures  designed  to  eliminate  dis¬ 
criminatory  practices  and  Improve  the 
Department’s  EEO  program; 

(f)  Providing  for  counseling  by  an 
EEO  Coimselor  of  an  aggrieved  employee 
or  applicant  for  employment  who  be¬ 
lieves  that  he  has  been  discriminated 
against  because  of  race,  color,  religion, 
sex,  or  national  origin,  and  for  attempt¬ 
ing  to  resolve  on  an  informal  basis  the 
matter  raised  by  the  employee  or  appli¬ 
cant  before  a  complaint  of  discrimination 
may  be  filed  under  S  7.31 ; 

(g)  Providing  for  the  receipt  and  in¬ 
vestigation  and  for  the  prompt,  fair,  and 
impartial  consideration  and  disposition 
of  Individual  complaints  Involving  issues 
of  discrimination  within  the  Department 
subject  to  S9  713.211  through  713.222  of 
the  regulations  of  the  CivU  Service  Com¬ 
mission,  codified  under  5  CFR  Part  713; 

(h)  Providing  for  the  receipt,  investi¬ 
gation,  and  dls[>ositlon  of  general  allega¬ 
tions  by  organizations  or  other  third 
parties  of  discrimination  in  personnel 
matters  within  the  Department  which 
are  imrelated  to  an  individual  complaint 
of  discrimination,  with  notification  of 
decision  to  the  party  submitting  the 
allegation; 

fl)  Making  the  final  decision  on  dis¬ 
crimination  complaints  and  ordering 
such  corrective  measures  as  he  may  con¬ 
sider  necessary.  Including  tlie  recom¬ 
mendation  for  such  disciplinary  action  as 
Is  warranted  by  the  circumstances  when 
an  employee  has  been  found  to  have  en¬ 
gaged  in  a  discriminatory  practice;  and 

(j)  Concurring  In  the  designations  of 
EEO  Counselors  by  each  EEO  Officer. 
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§7.11  Kesponsibilitirs  uf  the  EEO 
Officers. 

Each  EEO  Officer  shall ; 

(a)  Advise  the  Director  or  Deputy  Di¬ 
rector  of  EEO  on  all  matters  aScctlng  the 
implementation  of  the  Department’s 
EEO  policy  and  program  in  his  organi¬ 
zational  imit; 

(b)  Develop  and  maintain  a  program 
of  affirmative  action  for  his  organiza¬ 
tional  unit  and  insure  that  it  is  carried 
out  in  an  exemplary  manner; 

(c)  Serve  as  processing  office  for  dLs- 
crimination  complaints  and  keep  the  Di¬ 
rector  or  Deputy  Director  of  EEO  in¬ 
formed  of  significant  developments; 

(d)  Publicize  to  all  employees  of  the 
organizational  unit  for  which  he  is  re¬ 
sponsible  the  name  and  address  of  the 
Director  and  Deputy  Director  of  EEO, 
the  EEO  Officer,  and  the  EEO  Counselors; 

(e)  Inform  all  supervisors  in  the  or¬ 
ganizational  unit  of  the  responsibilities 
and  objectives  of  the  EEO  Counselor  and 
of  the  Importance  of  cooperating  with 
him  in  the  eSort  to  informally  find  solu¬ 
tions  to  problems  brought  to  his  atten¬ 
tion  by  employees  and  applicants;  and 

(f)  Review  the  activities  of  the  EEO 
Counselors  in  the  organizational  unit  as 
well  as  furnish  guidance  and  otherwise 
assist  them  in  their  work. 

§  7.12  Responsibilities  uf  EEO  Coun¬ 
selors. 

’The  EEO  Counselors  are  responsible 
for  counseling,  in  accordance  with 
9  7.26,  any  employee  or  applicant  for  em¬ 
ployment  who  believes  that  he  has  been 
discriminated  against  because  of  race, 
color,  religion,  sex,  or  national  origin. 

§  7.13  Responsibilities  of  the  Assistant 
Secretary  for  Administration. 

The  Assistant  Secretary  for  Adminis¬ 
tration  shall; 

(a)  Provide  leadership  in  developing 
and  maintaining  personnel  management 
policies,  programs,  and  procedures  which 
will  promote  continuing  affirmative  ac¬ 
tion  to  insure  equal  opportunity  in  the 
recruitment,  selection,  placement,  train¬ 
ing,  and  promotion  of  employees; 

(b)  Provide  positive  assistance  and 
guidance  to  organizational  units  and  per¬ 
sonnel  offices  to  insure  the  effective  im¬ 
plementation  of  the  personnel  manage¬ 
ment  policies,  programs,  and  procedures 
on  equal  employment  opportimlty;  and 

(c)  Participate  at  the  national  level 
with  other  Government  departments  and 
agencies,  other  employers,  and  other 
public  and  private  groups,  in  cooperative 
action  to  Improve  employment  opportu¬ 
nities  and  community  conditions  which 
affect  employability. 

§  7.14  Responsibilities  of  pt'rsotiiiel 
officers. 

In  conformity  with  guidelines  Lssued 
by  the  Director  of  Personnel  of  the  De¬ 
partment,  personnel  officers  designated 
by  him  shall: 

(a)  Appraise  job  structure  and  em¬ 
ployment  practices  to  Insure  genuine 
equality  of  opportunity  for  all  employees 
to  participate  fully  on  the  basis  of  merit 
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In  all  occupations  and  levels  of  responsi¬ 
bility; 

(b)  Communicate  the  Department’s 
equal  employment  opportunity  policy  and 
program  and  its  employment  needs  to  all 
sources  of  Job  candidates  without  regard 
to  race,  color,  religion,  sex,  or  national 
origin,  and  solicit  their  recruitment  as¬ 
sistance  on  a  continuing  basis; 

(c)  As  appropriate,  provide  personnel 
Information  to  complainants,  complain¬ 
ant’s  representatives,  counselors,  and 
others  who  are  involved  in  a  discrimina¬ 
tion  complaint; 

(d)  Evaluate  hiring  methods  and  prac¬ 
tices  to  insure  fair  and  impartial  con¬ 
sideration  for  all  job  applicants; 

(e)  Insure  that  new  employee  orienta¬ 
tion  programs  contain  appropriate  ref¬ 
erences  to  the  Department’s  EEO  policies 
and  programs; 

(f )  Participate  in  the  preparation  and 
distribution  of  such  educational  mate¬ 
rials  as  may  be  necessary  to  Inform  ade¬ 
quately  all  employees  of  their  rights  and 
responsibilities  as  described  In  this  chap¬ 
ter,  Including  the  Department’s  direc¬ 
tives  issued  to  carry  out  the  Equal  Em¬ 
ployment  Opportunity  Program; 

(g)  Develop  an  on-going  training  pro¬ 
gram  for  various  levels  of  administration 
and  supervision,  to  insure  understanding 
of  the  Departmental  EEO  procedures  and 
practices;  and 

(h)  Actively  encourage  employees  to 
take  full  advantage  of  Government 
training  programs  and  other  educational 
opportunities. 

§  7.1  S  Responsibilities  of  the  Assistant 
Regional  Administrators  for  Equal 
Opportunity. 

Each  Assistant  Regional  Administra¬ 
tor  for  Equal  Opportunity  is  responsible 
for  advising  and  assisting  the  Regional 
Administrator  in  carrying  out  all  aspects 
of  the  EEO  program,  including: 

(a)  Appraising  the  equal  employ¬ 
ment  opportunity  program  in  the 
Jurisdictional  area  of  the  Regional 
Administrator; 

(b)  Conducting  reviews  and  making 
special  studies;  and 

(c)  Processing  complaints  of  discrimi¬ 
nation  in  employment. 

g  7.16  Responsibilities  of  super\'isors. 

Suptervisors  shall: 

(a)  Keep  Informed  on  current  EEO 
policies,  plans,  and  procedures; 

(b)  Provide  positive  leadership  and 
support  for  the  EEO  program; 

(c)  Maintain  relationships  with  all 
those  supervised  in  a  manner  that  fosters 
effective  teamwork  and  high  morale,  and 
provide  communication  with  employees 
on  any  matter  related  to  equal  employ¬ 
ment  opportunity; 

(d)  Take  all  personnel  actions  on 
merit  principles  and  in  a  manner  which 
will  demonstrate  affirmative  equal 
employment  opportunity  for  his 
organization; 

(e)  Insure  the  greatest  possible  utili¬ 
zation  and  development  of  the  skills  and 
potential  ability  of  all  subordinates; 

(f)  Insure  that  the  stall  member 
selected  by  the  EEX>  Officer  to  be  the  EEO 


Counselor  is  given  sufficient  official  time 
to  carry  out  his  duties; 

(g)  Promptly  take  or  recommend  ap¬ 
propriate  action  to  overcome  any  impedi¬ 
ment  to  the  achievement  of  the  objec¬ 
tives  of  the  EEO  program;  and 

(h)  Provide  recognition  to  employees, 
supervisors,  managers  and  units  demon¬ 
strating  superior  accomplishment  in 
equal  employment  opportimity. 

§  7.1  7  Rr«poii!iibiIities  of  employees. 

All  employees  of  the  Department  are 
responsible  for: 

(a)  Being  informed  as  to  the  Depart¬ 
ment’s  EEO  program; 

(b)  Adopting  an  attitude  of  full  ac¬ 
ceptance  of  minority  group  associates; 

(c)  Providing  equality  of  treatment  of, 
and  service  to,  all  citizens  with  whom 
they  come  in  contact  in  carrying  out 
their  Job  responsibilities;  and 

( d )  Providing  assistance  to  supervisors 
and  managers  in  carrying  out  their  re- 
sjwnsibilities  in  the  EEO  program. 

Precomplaint  Processing 
§  7.23  Vi’bo  may  rrqucsl  i-ounseling. 

An  aggrieved  person  who  believes  that 
he  has  been  discriminated  against  by  the 
Department  because  of  race,  color,  re¬ 
ligion,  sex,  or  national  origin,  and  who 
wishes  to  resolve  the  matter,  shall  con¬ 
sult  with  an  appropriate  EEO  Counselor. 

§  7.26  The  EEO  Counselor. 

'The  EEO  Counselor  shall: 

(a)  Make  whatever  inquiry  into  the 
matter  he  believes  necessary; 

<b)  Seek  a  solution  of  the  matter  on 
an  informal  basis; 

(c)  Counsel  the  aggrieved  person  con¬ 
cerning  the  merits  of  the  matter; 

(d)  Insofar  as  is  practicable,  conduct 
his  final  interview  with  the  aggrieved 
person  not  later  than  15  workdays  after 
the  date  on  which  the  matter  was  called 
to  his  attention  by  the  aggrieved 
person; 

(e)  If  the  matter  has  not  been  re¬ 
solved  to  the  satisfaction  of  the  ag¬ 
grieved  person,  advise  the  aggrieved  per¬ 
son  in  writing  at  the  final  interview  of 
his  right  to  file  a  complaint  of  discrimi¬ 
nation  with  the  appropriate  EEO  Officer 
and  of  the  time  limits  governing  the  ac¬ 
ceptance  of  a  complaint; 

(f)  Keep  a  record  of  his  counseling  ac¬ 
tivities  so  as  to  be  able  to  periodically 
brief  the  appropriate  EEO  Officer  on 
those  activities; 

(g)  When  advised  by  the  EEO  Officer 
that  a  complaint  of  discrimination  has 
been  accepted  from  an  aggrieved  person, 
submit  a  written  report  to  the  EEO  Of¬ 
ficer,  with  a  copy  to  the  aggrieved  person, 
summarizing  his  actions  and  advice  both 
to  the  Department  and  the  aggrieved 
person  concerning  the  merits  of  the  mat¬ 
ter  (the  report  shall  be  included  in  tlie 
complaint  file) ; 

(h)  Not  reveal  the  identity  of  an  ag¬ 
grieved  person  who  has  come  to  him  for 
consultation,  except  when  authorized  to 
do  so  by  the  aggrieved  person,  xmtil  the 
Department  has  accepted  a  complaint  of 
discrimination  from  him; 


(i)  Upon  acceptance  by  the  Depart¬ 
ment  of  a  complaint  of  discrimination 
from  an  aggrieved  person,  be  relieved  of 
further  counseling  responsibility  with  re¬ 
spect  to  the  matter;  and 

(J)  Be  free  from  restraint,  interfer¬ 
ence,  coercion,  discrimination,  or  re¬ 
prisal  in  connection  with  the  perform¬ 
ance  of  his  duties. 

Complaints 

§  7.30  I’reseiilation  uf  roniplaint. 

At  any  stage  in  the  presentation  of  a 
complaint,  including  the  counseling 
stage,  the  complainant  shall  be  free  from 
restraint,  interference,  coercion,  dis¬ 
crimination,  or  reprisal  and  shall  have 
the  right  to  be  accomimnied,  represented, 
and  advised  by  a  representative  of  his 
own  choosing.  If  the  complainant  is  an 
employee  of  the  Department,  he  shall 
have  a  reasonable  amount  of  official  time 
to  present  his  complaint  if  he  Is  other¬ 
wise  in  an  active  duty  status.  If  the 
complainant  is  an  employee  of  the  De¬ 
partment  and  he  designates  another  em¬ 
ployee  of  the  Department  as  his  repre¬ 
sentative,  the  representative  shall  be  free 
from  restraint,  interference,  coercion, 
discrimination,  or  reprisal,  and  shall  have 
a  reasonable  amount  of  official  time,  if 
he  is  otherwise  in  an  active  duty  status, 
to  present  the  complaint. 

§  7.31  Who  may  file  ronipluint,  with 
whom  filed,  and  time  limits. 

(a)  Any  aggrieved  person  (hereafter 
referred  to  as  the  complainant)  who 
has  observed  the  provisions  of  §  7.25  may 
file  a  complaint  if  the  matter  of  discrim¬ 
ination  was  not  resolved  to  his  satis¬ 
faction.  A  complaint  may  also  be  filed 
by  an  organization  acting  for  the  com¬ 
plainant  with  his  consent.  The  Depart¬ 
ment  may  accept  a  complaint  only  if  the 
complainant,: 

(1)  Brought  to  the  attention  of  the 
EEO  Counselor  the  matter  causing  the 
complainant  to  believe  he  has  been  dis¬ 
criminated  against  within  15  calendar 
days  of  the  date  of  that  matter;  or,  if  a 
personnel  action,  within  15  calendar 
days  of  its  effective  date;  and 

(2)  Submitted  his  complaint  In  writ¬ 
ing  to  the  appropriate  EEO  Officer 
within  15  calendar  days  of  the  date 
of  his  final  interview  with  the  EEO 
Counselor. 

(b)  The  EEO  Officer  shall  extend  the 
time  limits  in  this  section: 

(1)  When  the  complainant  shows  that 
he  was  not  notified  of  the  time  limits 
and  was  not  otherwise  aware  of  them, 
or  that  he  was  prevented  by  circum¬ 
stances  beyond  his  control  from  submit¬ 
ting  the  matter  within  the  time  limits;  or 

(2)  For  other  reasons  considered  suffi¬ 
cient  by  the  EEO  Officer. 

(c)  A  complaint  concerned  with  a 
continuing  discriminatory  practice  hav¬ 
ing  a  material  bearing  on  employment 
may  be  filed  at  any  time. 

(d)  The  Department  will  also  accept 
from  an  individual  or  an  organization 
complaints  or  allegations  of  a  general 
pattern  or  practice  of  discrimination 
which  may  be  unrelated  to  any  specific 
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complaint  involving  a  particular  indi¬ 
vidual.  Such  complaints  shall  be  re¬ 
ceived,  investigated,  and  processed  on  an 
individual  basis  as  determined  by  the 
Director  of  EEO.  There  is  no  appeal  to 
the  Civil  Service  Commission  from  ac¬ 
tions  taken  on  these  complaints. 

(e)  The  right  to  withdraw  a  complaint 
at  any  stage  is  assured. 

§  7.32  Contents. 

(a)  In  order  to  expedite  the  process¬ 
ing  of  complaints  of  discrimination, 
the  complainant  should  be  urged  to 
include  in  his  complaint  the  following 
information; 

(1)  Whether  the  alleged  discrimina¬ 
tion  is  based  upon  race,  color,  religion, 
sex,  or  national  origin. 

(2)  The  specific  action  or  personnel 
matter  about  which  the  complaint  is 
made. 

(3)  Pacts  and  other  pertinent  infor¬ 
mation  to  support  the  allegation  of 
discrimination. 

(4)  The  relief  desired. 

(b)  In  no  event  shall  the  lack  of  com¬ 
plete  information  at  the  time  of  filing 
constitute  grounds  for  refusal  by  the 
Department  to  accept  a  complaint. 

(c)  The  written  complaint  need  not 
conform  to  any  particular  style  or 
format. 

§  7.33  .\(Toplalnlily. 

(a)  Tlie  EEO  Officer  shall  determine 
whether  the  complaint  comes  witliin  the 
purview  of  this  subpart  and  shall  advise 
the  complainant  and  his  representative 
in  writing  of  the  acceptance,  rejection,  or 
cancellation  of  his  complaint.  A  com¬ 
plaint  may  be  rejected,  with  the  con¬ 
currence  of  the  Director  or  Deputy  Di¬ 
rector  of  EEO,  because  it  was  not  filed 
within  the  required  time  limits  or  because 
it  is  not  within  the  purview  of  tills  sub¬ 
part.  It  may  be  canceled  because  of  a 
failure  of  the  complainant  to  prosecute 
the  complaint  or  because  of  a  separation 
of  the  complainant  from  the  Department 
for  reasons  not  related  to  his  complaint. 

(b)  If  the  EEO  Officer  determines,  and 
the  Director  or  Deputy  Director  of  EEO 
concurs,  that  the  complaint  is  to  be 
rejected  or  canceled,  the  written  decision 
of  the  EEO  Officer  to  the  complainant 
shall  inform  him  of  his  right  to  appeal 
to  the  Civil  Service  Commission  and  of 
the  time  limit  applicable  thereto.  If  he 
believes  the  rejection  or  cancellation 
improper. 

§  7.31  Prorossinp. 

(a)  The  EEO  Officer  will  process 
complaints  involving  the  organiza¬ 
tional  unit  for  which  he  Is  responsi¬ 
ble.  However,  the  Director  or  Deputy 
Director  of  EEO,  as  he  deems  necessary, 
may  assume  jurisdiction  of  any  case. 
This  may  Include  the  designation  as 
processing  officer  of  an  official  other  than 
the  EEO  Officer  for  the  organizational 
unit  concerned.  In  the  latter  case,  the 
Director  or  Deputy  Director  of  EEO  shall 
so  notify  all  interested  parties. 

(b)  Based  on  a  request  from  the  EEO 
Officer,  the  Director  or  Deputy  Director 
of  EEO  shall  provide  for  the  prompt 


investigation  of  the  complaint.  The 
request  for  an  Investigation  shall  be 
made  in  writing  to  the  Director,  Office 
of  Investigation. 

(1)  The  person  assigned  to  investigate 
the  complaint  shall  occupy  a  position  in 
the  Department  which  Is  not,  directly  or 
Indirectly,  under  the  jurisdiction  of  the 
head  of  that  part  of  the  Department  in 
which  the  complaint  arose. 

(2)  The  investigation  shall  include  a 
thorough  review  of  the  circumstances 
under  which  the  alleged  discrimination 
occurred,  the  treatment  of  members  of 
the  complainant’s  group  Identified  by  his 
complaint  as  compared  with  the  treat¬ 
ment  of  other  employees  in  the  organi- 
zationtd  unit  In  which  the  alleged 
discrimination  occurred,  and  any  poli¬ 
cies  and  practices  related  to  the  work 
situation  which  may  constitute,  or  ap¬ 
pear  to  constitute,  discrimination  even 
though  they  have  not  been  expressly 
cited  by  the  complainant.  If  necessary, 
the  Investigator  may  obtain  Information 
regarding  the  membership  or  nonmem¬ 
bership  of  a  person  in  the  complainant’s 
group  by  asking  each  person  concerned 
to  provide  the  Information  voluntarily: 
he  sliall  not  require  or  coerce  an  em¬ 
ployee  to  provide  this  Information.  In¬ 
formation  needed  for  an  appraisal  of  the 
utilization  of  members  of  the  complain¬ 
ant’s  group  as  compared  to  the  utiliza¬ 
tion  of  persons  outside  the  complainant’s 
group  shall  be  recorded  In  statistical 
form  in  the  Investigative  file,  but  specific 
information  as  to  a  person’s  member¬ 
ship  or  nonmembership  In  the  complain¬ 
ant’s  group  needed  to  facilitate  an 
adjustment  of  the  complaint  or  to  make 
an  informed  decision  on  the  complaint 
shall,  if  available,  be  recorded  by  name 
in  the  investigative  file. 

(3)  Insofar  as  is  practicable,  the 
Investigative  process  shall  be  completed 
within  30  calendar  days. 

(4)  The  investigative  file  shall  con¬ 
tain  the  various  documents  and  infor¬ 
mation  acquired  during  the  investigation 
including  affidavits:  (i)  Of  the  com¬ 
plainant;  (ii)  of  the  official  charged 
with  discrimination;  and  (iii)  of  other 
persons  interviewed  and  copies  of,  or 
extracts  from,  records,  policy  state¬ 
ments,  or  regulations  of  the  Department 
organized  to  show  their  relevance  to  the 
complaint  or  the  general  environment 
out  of  which  the  complaint  arose. 

(5)  The  investigator  shall  be  furnished 
a  written  authorization  to:  (1)  Investi¬ 
gate  all  aspects  of  complaints  of  discrimi¬ 
nation,  (ii)  require  all  employees  of  the 
Department  to  cooperate  with  him  in  the 
conduct  of  the  investigation,  and  (iii) 
require  employees  of  the  Department 
having  any  knowledge  of  the  matter  com¬ 
plained  of  to  furnish  testimony  under 
oath  or  affirmation  without  a  pledge  of 
confidence. 

(6)  ’The  investigator  shall  submit  to 
the  EEO  Officer  and  to  the  Director  of 
EEO  the  results  of  the  investigation  as 
well  as  the  investigative  file,  which  shall 
be  included  in  the  complaint  file. 

(7)  The  EEO  Officer  shall  furnish  the 
complainant  or  his  representative  a  copy 
of  the  investigative  file. 


§  7.33  .-Vdjustmeiit  of  complaint. 

The  EEO  Officer  shall  provide  an 
opportunity  for  adjustment  of  the  com¬ 
plaint  on  an  informal  basis  after  the 
complainant  has  reviewed  the  investiga¬ 
tive  file. 

(a)  Adjustment  arrived  at.  If  an  ad¬ 
justment  of  the  complaint  is  arrived  at, 
the  terms  of  the  adjustment  shall  be 
reduced  to  writing  by  the  EEO  Officer, 
signed  by  him.  the  complainant,  and 
other  appropriate  persons,  and  made 
part  of  the  complaint  file.  The  EEO  Of¬ 
ficer  shall  furnish  a  copy  of  the  terms 
to  the  complainant  and  forward  the 
complaint  file  to  the  Director  or  Deputy 
Director  of  EEO. 

(b)  Adjustment  not  arrived  at.  If  an 
adjustment  of  the  complaint  is  not 
arrived  at,  the  EEO  Officer  shall  notify 
the  complainant  in  writing  of  the  pro¬ 
posed  disposition  of  his  case,  Tlie  notice 
shall  advise  the  complainant  of  his  right 
to  a  hearing  with  subsequent  decision  by 
the  Director  or  Deputy  Director  of  EEO. 
The  notice  also  shall  indicate  the  com¬ 
plainant’s  right  to  a  decision  without  a 
hearing  if  he  so  elects.  The  notice  shall 
advise  the  complainant  that  he  has  7 
calendar  days  from  receipt  of  the  notice 
to  inform  the  EEO  Officer  whether  or  not 
a  hearing  is  desiied.  The  EEO  Officer 
shall  make  a  copy  of  the  notice  a  part 
of  the  complaint  file. 

(1)  No  hearing  to  take  place.  Upon 
timely  notification  to  the  EEO  Officer  by 
the  complainafit  that  he  does  not  desire 
a  hearing,  or  upon  his  failure  to  notify 
the  EEO  Officer  of  his  wishes  within  the 
7-day  period,  the  EEO  Officer  shall  for¬ 
ward  the  complaint  file  to  the  Director 
or  Deputy  Director  of  EEO  for  decision. 

(2)  Hearing  to  take  place.  Upon 
timely  notification  to  the  EEO  Officer  by 
the  complainant  that  he  desires  a  hear¬ 
ing,  the  EEO  Officer  shall  take  the  steps 
described  in  §  7.36. 

§  7..36  Ilraring. 

(a)  Appeals  Examiner.  The  hearing 
shall  be  held  by  an  appeals  examiner 
who  must  be  an  emploj'ee  of  a  Federal 
agency  other  than  the  Department.  The 
EEO  Officer  shall  request  the  appropriate 
local  office  of  the  Civil  Service  Commis¬ 
sion  to  supply  the  name  of  an  appeals 
examiner  who  has  been  certified  by  the 
Commission  as  qualified  to  conduct  a 
hearing  under  this  section. 

(b)  Arrangements  for  hearing.  The 
EEO  Officer  shall  transmit  the  complaint 
file  to  the  appeals  examiner  who  shall 
review  it  to  deteimine  whether  further 
investigation  is  needed  before  scheduling 
the  hearing.  The  complaint  file  shall  in¬ 
clude  all  the  documents  described  in 
§  7.40  which  have  been  acquired  in  the 
processing  of  the  complaint.  When  the 
appeals  examiner  determines  that 
further  investigation  is  needed,  he  shall 
remand  the  complaint  to  the  EEO  Officer 
for  further  investigation  or  arrange  for 
the  appearance  of  witnesses  necessary  to 
supply  the  needed  information  at  the 
hearing.  The  requirements  of  §  7.34  apply 
to  any  further  investigation  by  the  De¬ 
partment  on  the  complaint.  The  appeals 
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examiner  shall  schedule  the  hearing  for 
a  convenient  Ume  and  place. 

(c)  Prehearing  conference.  In  arrang¬ 
ing  for  the  hearing,  the  appeals  examiner 
at  his  discretion  may  arrange  a  pre- 
hearing  conference  during  which  he 
shall  seek  to  clarify  the  issues,  accept 
stipulations  on  facts  to  which  the  inter¬ 
ested  parties  may  agree,  establish  a 
schedule  for  the  hearing,  and  explain  his 
role  in  the  hearing. 

(d)  Conduct  of  hearing.  (1)  Attend¬ 
ance  at  the  hearing  shall  be  limited  to 
persons  determined  by  the  appeals  exam¬ 
iner  to  have  a  direct  connection  with 
the  complaint;  (2)  the  appeals  exam¬ 
iner  shall  conduct  the  hearing  so  as  to 
bring  out  pertinent  facts,  including  the 
production  of  pertinent  documents. 
Rules  of  evidence  shall  not  be  applied 
strictly,  but  the  appeals  examiner  shall 
exclude  irrelevant  or  unduly  repetitious 
evidence.  Information  having  a  bearing 
on  the  complaint  or  employment  policy 
or  practices  relevant  to  the  complaint 
shall  be  received  in  evidence.  The  com¬ 
plainant,  his  representative  and  the 
representatives  of  the  Department  at  the 
hearing  shall  be  given  the  opportunity 
to  cross-examine  witnesses  who  appear 
and  testify.  Testimony  shall  be  under 
oath  or  affirmation. 

(e)  Potoers  of  appeals  examiner.  In 
addition  to  the  other  powers  vested  In 
the  appeals  examiner  by  the  Department 
in  accordance  with  this  subpart,  the  ap¬ 
peals  examiner  is  authorized  to: 

(1)  Administer  oaths  or  affirmations; 

(2)  Regulate  the  course  of  the 
hearing; 

(3)  Rule  on  offers  of  proof; 

(4)  Limit  the  number  of  witnesses 
whose  testimony  would  be  unduly  repe¬ 
titious;  and 

(5)  Exclude  any  person  from  the  hear¬ 
ing  for  contumacious  conduct  or  mis¬ 
behavior  that  obstructs  the  hearing. 

(f)  Witriesses  at  hearing.  The  appeals 
examiner  shall  request  the  EEO  Officer 
to  make  available  as  a  witness  at  the 
hearing  an  employee  requested  by  the 
complainant  when  the  appeals  examiner 
determines  that  the  testimony  of  the  em¬ 
ployee  is  necessary.  The  appeals  exam¬ 
iner  shall  also  request  the  appearance  of 
any  other  employee  whose  testimony  he 
desires  to  supplement  the  information  in 
the  investigative  file.  The  appeals  exam¬ 
iner  shall  give  the  complainant  his 
reasons  for  the  denial  of  a  request  for  the 
appearance  of  employees  as  witnesses  and 
shall  insert  those  reasons  in  the  record 
of  the  hearing.  Employees  shall  be  made 
available  as  witnesses  at  a  hearing  on  a 
complaint  when  so  requested  by  the  ap¬ 
peals  examiner  and  it  is  administratively 
practicable  to  comply  with  the  request. 
When  it  is  not  administratively  prac¬ 
ticable  to  comply  with  the  request  for  a 
witness,  the  EEO  Officer  shall  provide  an 
explanation  to  the  appeals  examiner.  If 
the  explanation  is  inadequate,  the  ap¬ 
peals  examiner  shall  so  advise  the  EEO 
Officer  and  request  that  the  employee  be 
made  available  as  a  witness  at  the  hear¬ 
ing.  If  the  explanation  is  adequate,  the 
appeals  examiner  shall  insert  it  in  the 
record  of  the  heating,  provide  a  copy  to 
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the  complainant,  and  make  arrange¬ 
ments  to  secure  testimony  from  the  em¬ 
ployee  through  a  written  interrogatory. 
Employees  shall  be  in  a  duty  status  dur¬ 
ing  the  time  they  are  made  available  as 
witnesses.  Witnesses  shall  be  free  from 
restraint,  interference,  coercion,  dis¬ 
crimination,  or  reprisal  in  presenting 
their  testimony  at  ^e  hearing  or  during 
the  investigation. 

(g)  Record  of  hearing.  The  hearing 
shall  be  recorded  and  transcribed  ver¬ 
batim.  All  documents  submitted  to,  and 
accepted  by,  the  appeals  examiner  at 
the  hearing  shall  be  made  a  part  of  the 
record  of  the  hearing.  If  the  Department 
submits  a  document  that  is  accepted,  it 
shall  furnish  a  copy  of  the  document  to 
the  complainant.  If  the  complainant 
submits  a  document  that  is  accepted, 
he  shall  make  the  document  available  to 
the  Department  representative  for 
reproduction. 

(h)  Findings,  analysis,  and  recom¬ 
mendations.  The  appeals  examiner  shall 
transmit  to  the  Director  or  Deputy  Di¬ 
rector  of  EEO  the  complaint  file  (includ¬ 
ing  the  record  of  the  hearing) ,  together 
with  his  findings  and  analysis  with  re¬ 
gard  to  the  matter  which  gave  rise  to  the 
complaint  and  the  general  environment 
out  of  which  the  complaint  arose  and  his 
recommended  decision  on  the  merits  of 
the  complaint,  including  recommended 
remedial  action  where  appropriate.  The 
appeals  examiner  shall  notify  the  com¬ 
plainant  of  the  date  on  which  this  was 
done.  In  addition,  the  appeals  examiner 
shall  transmit,  by  separate  letter  to  the 
Director  or  Deputy  Director  of  EEO. 
whatever  findings  and  recommendations 
he  considers  appropriate  with  respect  to 
conditions  in  the  Department  even 
though  they  have  no  bearing  on  the 
matter  which  gave  rise  to  the  complaint 
or  the  general  environment  out  of  which 
the  complaint  arose. 

§  7.37  Relationship  to  oilier  lU’l)  ap¬ 
pellate  procedures. 

(a)  Except  as  provided  in  paragraphs 

(b)  and  (c)  of  this  section,  when  a  com¬ 
plainant  makes  a  written  allegation  of 
discrimination  because  of  race,  color, 
religion,  sex,  or  national  origin  in  con¬ 
nection  with  an  action  that  would  other¬ 
wise  be  processed  under  the  grievance  or 
appeals  procedure  of  the  Department, 
the  Department  may  process  the  allega¬ 
tion  of  discrimination  under  its  grievance 
or  appeals  procedure  when  that  proce¬ 
dure  meets  the  principles  and  require¬ 
ments  in  §§  7.25  through  7.38.  However, 
with  regard  to  the  issue  of  discrimina¬ 
tion  (as  distinguished  from  other  aspects 
of  the  action),  the  Director  or  Deputy 
Director  of  EEO  shall  make  the  decision 
of  the  Department  as  provided  in  S  7.39. 
That  decision  shall  be  incorporated  in 
and  become  a  part  of  the  deci.sion  on  the 
grievance  or  the  appeal. 

(b)  An  allegation  of  discrimination 
made  in  connection  with  an  appeal  under 
Subpart  B  of  5  CTR  Part  771  and  ap¬ 
propriate  Department  procedures  shall 
be  processed  under  that  subpart  and  said 
procedures. 


(c)  An  allegation  of  discrimination 
made  in  connection  with  a  grievance 
imder  Subpart  C  of  5  CFR  Part  771  and 
HUD  Handbook  771.2,  Employee  Griev¬ 
ances,  shall  be  processed  under  this 
•subpart. 

§  7.38  Avoidanre  of  delay. 

(a)  The  complaint  shall  be  resolved 
promptly.  To  this  end,  both  the  com¬ 
plainant  and  the  Department  shall 
proceed  with  the  complaint  without  un¬ 
due  delay  so  that  the  complaint  is  re¬ 
solved,  except  in  unusual  circumstances, 
within  60  calendar  days  after  its  receipt 
by  the  appropriate  EEO  officer,  exclusive 
of  time  spent  in  the  processing  of  the 
complaint  by  the  appeals  examiner.  When 
the  complaint  has  not  been  resolved 
within  this  time  limit,  the  complainant 
may  appeal  to  the  Civil  Service  Commis¬ 
sion  for  a  review  of  the  reasons  for  the 
delay.  Upon  review  of  this  appeal,  the 
Commission  may  require  the  Department 
to  take  special  measures  to  insure  the 
prompt  processing  of  the  complaint,  or 
the  Commission  may  accept  the  appeal 
for  consideration  pursuant  to  §  §  7.45 
through  7.49. 

(b)  The  Director  of  EEO  may  cancel 
a  complaint  if  the  complainant  fails  to 
prosecute  the  complaint  without  undue 
delay.  However,  instead  of  canceling  for 
failure  to  prosecute,  he  may  adjudicate 
the  complaint  if  sufficient  information 
for  that  purpose  is  available. 

§  7.39  DeciMon  by  Director  of  EEO. 

(a)  Following  consultation  with  the 
General  Coimsel  and  the  Assistant  Sec¬ 
retary  for  Administration,  the  Director 
of  EEO  shall  make  the  decision  of  the 
Department  on  a  complaint  based  on 
information  in  the  complaint  file. 

(b)  The  decision  shall  be  In  writing 
and  shall  be  transmitted  by  letter  to  the 
complainant  and  his  representative, 
with  copies  to  the  head  of  the  organiza¬ 
tional  iinit  in  which  the  complaint  arose; 
the  Assistant  Secretary  for  Administra¬ 
tion;  and  the  General  Counsel.  When 
there  has  been  a  hearing  on  the  com¬ 
plaint,  the  complainant  and  his  repre¬ 
sentative  shall  be  furnished  a  copy  of  the 
findings,  analysis,  and  recommended  de¬ 
cision  of  the  appeals  examiner  as  de¬ 
scribed  in  §  7.36(h),  as  well  as  a  copy  of 
the  transcript  of  the  oral  testimony  and 
other  oral  statements  at  the  hearing. 

(1)  When  there  has  been  a  hearing, 
the  decision  shall  adopt,  reject,  or  modify 
the  decision  recommended  by  the  ap¬ 
peals  examiner.  When  the  decision  is  to 
reject  or  modify  the  recommended  de¬ 
cision  of  the  appeals  examiner,  the  letter 
transmitting  the  decision  shall  set  forth 
the  reasons  for  rejection  or  modification. 

(2)  Wlien  there  has  been  neither  an 
adjustment  as  described  in  §  7.35  nor  a 
hearing,  the  letter  transmitting  the  de¬ 
cision  shall  set  forth  the  findings,  anal¬ 
ysis,  and  decision  of  the  Director  of  EEO. 

(c)  The  decision  shall  require  any 
remedial  action  authorized  by  law  de¬ 
termined  to  be  necessary  or  desirable  to 
effect  the  resolution  of  ^e  issues  of  dis¬ 
crimination  and  to  promote  the  policy 
of  equal  opportimity.  In  such  cases,  the 
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decision  shall  Include  any  necessary  in¬ 
structions  to  the  head  of  the  organiza¬ 
tional  unit  concerned  and  the  Assistant 
Secretary  for  Administration  as  to  the 
specific  action  to  be  taken  with  respect 
to  each  individual  involved. 

(d)  The  letter  transmitting  the  deci¬ 
sion  shall  advise  the  complainant  of  his 
right  to  appeal  the  decision  on  his  com¬ 
plaint  to  the  Civil  Service  Commission 
if  he  is  not  satisfied  with  it  and  of  the 
time  limit  within  which  he  must  file 
the  appeal  pursuant  to  §  7,47. 

(e)  An  employee,  other  than  a  com¬ 
plainant,  who  believes  that  a  decision 
constitutes  an  inequity  to  him,  has  re¬ 
course  to  the  Department  grievance  pro¬ 
cedures  or,  as  appropriate,  the  Depart¬ 
ment  adverse  action  procedures  includ¬ 
ing  opportunity  for  an  appeal  to  the  Civil 
Service  Commission. 

§  7.40  Complainl  file. 

The  Director  of  EEO  shall  establish 
and  maintain  a  complaint  file  containing 
all  documents  pertinent  to  the  complaint. 
The  complaint  file,  which  shall  not  con¬ 
tain  any  document  that  has  not  been 
made  available  to  the  complainant,  shall 
Include  copies  of : 

(a)  The  written  report  of  the  EEO 
Counselor  to  the  EEO  OflBcer  on  what¬ 
ever  counseling  efforts  were  made  with 
regard  to  the  complainant’s  case  before 
a  formal  complaint  was  filed  by  the  com¬ 
plainant  as  described  in  §§  7.25  and  7.26; 

(b)  The  complaint: 

(c)  The  investigative  file: 

(d)  If  the  complaint  is  withdrawn  by 
the  complainant,  a  written  statement  by 
the  complainant  or  his  representative  to 
that  effect: 

(e)  If  the  adjustment  of  the  complaint 
Is  arrived  at  as  described  in  §  7.35,  the 
written  record  of  the  terms  of  the 
adjustment: 

(f)  If  no  adjustment  of  the  complaint 
Is  arrived  at  as  described  in  S  7.35,  a  copy 
of  the  letter  notifying  the  complainant 
of  the  proposed  disposition  of  the  com¬ 
plaint  and  of  his  right  to  a  hearing : 

(g)  If  the  decision  is  made  as  described 
In  §  7.39,  a  copy  of  the  letter  to  the  com¬ 
plainant  transmitting  that  decision; 

(h)  If  a  hearing  was  held,  the  record 
of  the  hearing,  together  with  the  ap¬ 
peals  examiner’s  findings,  analysis,  and 
recommended  decision  on  the  merits  of 
the  complaint;  and 

(1)  A  copy  of  the  letter  transmitting 
the  decision. 

Appeal  to  the  Civil  Service  Commission 
§  7.4.'>  Enlillement. 

(a)  Except  as  provided  by  paragraph 

(b)  of  this  section,  a  complainant  may 
appeal  to  the  Civil  Service  Commission 
the  decision  of  the  Department: 

(1)  To  reject  his  complaint  because 
It  was  not: 

(1)  Piled  within  required  time  limits 
(see  §  7.31) ;  or 

(li)  Within  the  purview  of  the  policy 
and  procedures  set  forth  in  this  subpart; 
or 
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(2)  To  cancel  his  complEdnt  because  of 
the  complainant’s: 

(I)  Failure  to  prosecute  his  complaint; 
or 

(II)  Separation  from  the  Department 
for  reasons  which  are  not  related  to  his 
complaint;  or 

(3)  On  the  merits  of  the  complaint,  as 
described  in  $7.39  if  the  decision  does 
not  resolve  the  complaint  to  the  satis¬ 
faction  of  the  complainant. 

(b)  A  complainant  may  not  appeal  to 
the  Civil  Service  Commission  under  para¬ 
graph  (a)  of  this  section  when  the  issue 
of  discrimination  giving  rise  to  the  com¬ 
plaint  is  being  considered,  or  has  been 
considered,  in  connection  with  any  other 
appeal  by  the  complainant  to  the 
Commission. 

§  7.46  Where  to  appeiil. 

An  appeal  by  a  complainant  must  be 
filed  by  him  or  his  representative  in  writ¬ 
ing  either  personally  or  by  mail,  with 
the  Board  of  Appeals  and  Review.  U.S. 
Civil  Service  Commission,  Washington, 
D.C.  20415. 

§  7.47  Time  liniil. 

(at  Except  as  provided  in  paragraph 
(b)  of  this  section,  a  complainant  may 
file  an  appeal  at  any  time  up  to  15  calen¬ 
dar  days  after  his  receipt  of  the 
letter  transmitting  the  decision  of  the 
Department. 

(b)  The  time  limit  stated  in  paragraph 
(a)  of  this  section  may  be  extended  in 
the  discretion  of  the  Board  of  Appeals 
and  Review  of  the  Commission,  upon  a 
showing  by  the  complainant  that  he  was 
not  notified  of  the  prescribed  time  limit 
and  was  not  otherwise  aware  of  it  or  that 
circumstances  beyond  his  control  pre¬ 
vented  him  from  filing  an  appeal  within 
the  prescribed  time  limit. 

§  7.48  .\pppllule  prurc(lur<>s. 

The  Board  of  Appeals  and  Review  of 
the  Commission  shall  review  the  com¬ 
plaint  file  of  the  Department  and  all  rele¬ 
vant  written  representations  made  to  the 
Board.  However,  there  Is  no  right  to  a 
hearing  before  the  Board.  The  Board  may 
remand  a  complaint  to  the  Department 
for  further  investigation  or  a  rehearing 
if  the  Board  considers  that  action  neces¬ 
sary,  or  have  additional  investigation 
conducted  by  Commission  personnel.  The 
provisions  of  this  subpart  apply  to  any 
further  investigation  or  rehearing  re¬ 
sulting  from  a  remand  from  the  Board. 
The  Board  shall  issue  a  written  decision 
setting  forth  its  reasons  for  the  decision 
and  send  copies  thereof  to  the  complain¬ 
ant,  his  designated  representative,  and 
the  Department’s  Director  of  EEO.  When 
corrective  action  is  ordered,  the  Director 
of  EEO  shall  report  promptly  to  the 
Board  that  the  corrective  action  has  been 
taken.  The  decision  of  the  Board  is  final 
and  there  is  no  further  right  to  appeal. 

§  7.49  Appellate  review  by  the  Coniniis- 
sioners. 

The  Civil  Service  Commissioners  may, 
in  ttielr  discretion,  ret^en  and  reconsider 
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any  previous  decision  when  the  party 
requesting  reopening  submits  written 
arguments  or  evidence  which  tends  to 
establish  that: 

(a)  New  and  material  evidence  is 
available  that  was  not  readily  available 
when  the  previous  decision  was  Issued. 

(b)  Tlie  previous  decision  involves  an 
erroneous  interpretation  of  law  or  reg¬ 
ulation  or  a  misapplication  of  established 
policy;  or 

(c)  The  previous  decision  is  of  a  prec¬ 
edential  nature  involving  a  new  or  un¬ 
reviewed  policy  consideration  that  may 
have  effects  beyond  the  actual  case  at 
hand,  or  is  otherwise  of  such  an  excep¬ 
tional  nature  as  to  merit  the  personal  at¬ 
tention  of  the  Commissioners. 

PART  10 — PUBLICATIONS  IN 
FEDERAL  REGISTER 

Sec. 

10.1  Policy. 

10.2  Scope. 

10.3  Definitions. 

10.4  Materials  to  be  published. 

10.5  Publication  In  advance  of  effective 

date. 

Authority:  The  provisions  of  this  Part  10 
issued  under  .sec.  7(d),  79  Stat.  670;  42  U.S.C. 
3535(d). 

§10.1  IVliev. 

It  is  the  policy  of  the  Department  to 
formally  promulgate  its  rules  and  regu¬ 
lations,  to  give  to  the  public  notice  con¬ 
cerning  them,  and  to  afford,  wherever 
practicable,  to  all  who  may  be  affected 
by  them  an  opportunity  to  participate  in 
their  formulation  through  submission  of 
written  comments  prior  to  their  effective 
date. 

§  1 0.2  .Sr«>pc. 

Tliis  part  identifi&s  the  materials 
wliich  the  Department  will  publish  in 
the  Federal  Register. 

§  10. .3  Definitions. 

(a)  “Department”  means  the  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment. 

(b)  “Rules  and  regulations”  means  the 
formally  promulgated  statements  of  the 
Department  which  are  of  general  appli¬ 
cability  and  future  effect  and  designed 
to  Implement  or  interpret  law  or  policy 
or  describe  the  organization,  procedure, 
or  practice  requirements  of  the  Depart¬ 
ment,  and  which  are  required  to  be  in¬ 
cluded  in  the  Department’s  Unified  Is¬ 
suances  System  in  the  form  of  Hand¬ 
books,  C^irculars,  or  Guides. 

(c)  “Handbook”  means  compiled 
material  of  a  permanent  nature  issued 
by  the  Department  or  an  officer  thereof 
for  the  guidance  of  its  employees  and 
program  participants. 

(d)  “Circular”  means  material  of  a 
permanent  nature  dealing  with  a  lim¬ 
ited  aspect  of  a  subject,  issued  by  the 
Department  or  an  officer  thereof  pend¬ 
ing  its  inclusion  in  a  Handbook  or 
Guide. 

(e)  “Guide”  means  material  of  a 
permanent  though  advisory  nature. 
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(f)  *^nlfled  Issuances  System”  means 
the  comprehensive  system  of  the  De¬ 
partment  for  dissemination  of  all  for¬ 
mally  promulgated  statements  that 
emanate  from  organisations  In  the  De¬ 
partment.  Formally  prcmiulgated  state¬ 
ments  of  the  Department  which  are  of 
general  m^pllcablllty  and  future  effect 
and  designed  to  Implement,  interpret,  or 
prescribe  law  or  policy  or  describe  the  or¬ 
ganization,  procedure,  or  practice  re¬ 
quirements  of  the  Department  must  be 
included  in  the  Unified  Issuances  System 
In  the  form  of  Handbooks,  Circulars,  or 
Guides. 

§  10.4  Materials  to  be  published. 

There  shall  be  piAUshed  In  the  Pkd- 
ERAL  Register  all  rules  and  regulations 
of  the  Department  hereafter  issued  ex¬ 
cept  those  which  it  determines  to  be 
concerned  solely  with  matters  Internal 
to  the  Department  or  to  be  of  limited  in¬ 
terest  to  the  public. 

§  10.5  Publication  in  advance  of  effec¬ 
tive  elate. 

The  Department  Is  exempt  from  the 
rulemaking  procedures  of  5  UH.C.  553 
with  respect  to  the  majority  of  Its  pro¬ 
grams  and  functions.  However,  it  will, 
although  not  required  to  do  so,  volun¬ 
tarily  publish  in  the  Federal  Register 
Its  rules  and  regulations  except  those  ex¬ 
cepted  In  i  10.4  or  in  the  last  sentence 
of  this  S  10.5  at  least  30  days  before  their 
effective  date  to  afford  Interested  per¬ 
sons  an  opportunity  to  participate  in  the 
formulation  of  the  final  language  of  such 
rules  and  regulations  through  submis¬ 
sion  of  written  data,  views,  or  arguments. 
The  Department  will  consider  all  rele¬ 
vant  matter  presented.  The  Department 
will  not  make  such  advance  publication 
where  the  Secretary  has  determined  in 
the  particular  case  or  class  of  cases  that 
such  advance  publication  and  notice  and 
public  procedure  are  impracticable,  un¬ 
necessary,  or  contrary  to  the  public 
Interest. 

PART  n— SEAL 
§  11.1  Seal. 

In  accordance  with  section  7(g)  of 
the  Department  of  Housing  and  Urban 
Development  Act,  requiring  the  Secretary 
to  cause  a  seal  ot  office  to  be  made  for 
the  Department  of  Housing  and  Urban 
Developm^t  of  such  device  as  the  Sec¬ 
retary  shall  approve,  which  seal  shall  be 
judicially  noticed,  I  have  caused  to  be 
made  a  seal  the  design  of  which  accom¬ 
panies  and  is  made  a  part  of  this  docu¬ 
ment,  and  which  Is  described  as  follows: 
On  a  white  background  within  a  circle 
composed  of  the  words,  “U.S.  Department 
of  Housing  and  Urban  Development,”  is 
an  eagle  and  two  stars.  The  six  upper 
bars  depicting  the  upper  portion  of  the 
eagle’s  wings,  the  torso  of  the  eagle,  the 
star  at  the  right  of  the  eagle,  and  the 
words,  “U-S.  Depwutment  of  Housing  and 
Urban  Development,”  are  colored  blue. 
The  eight  lower  bars  depicting  the  lower 
portion  of  the  eagle’s  wings  and  the  star 
at  the  left  of  the  eagle  are  colored  green. 
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Authoritt:  The  provisions  of  this  Part 
16  issued  imder  6  TTJS.C.  652  and  sec.  7(d), 
79  Stat.  670;  42  UJB.C.  3535(d) . 

Subpart  A — Purpose  and  Policy 
§  15.1  Definitions. 

As  used  in  this  Part — 

(a)  "Act”  means  section  552  of  ’Title 
5.  United  States  Code,  as  amended  by 


PubUc  Law  90-23.  81  Stat.  54,  June  5, 
1967.  Public  Law  90-23  repeided  and 
superseded  Public  Law  89-487,  80  Stat. 
250,  July  4,  1966,  sometimes  referred  to 
as  the  "Freedom  of  Information  Act”  or 
“Public  Information  Act." 

(b)  "Department”  means  the  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment  which  consists  of  the  Office  of  the 
Secretary  and  the  several  organizational 
imits. 

(c)  "Secretary”  means  the  Secretary 
of  Housing  and  Urban  Development. 

(d)  “Organizational  unit”  means  any 
one  of  the  several  offices,  staffs,  divisions, 
or  administrations  of  the  Department, 
including  the  Oovemment  National 
Mortgage  Association  (ONMA)  and  the 
Federal  Insurance  Administration  (FIA) . 
"Organizational  unit”  also  includes  De¬ 
partment  Regional  Offices,  Area  Offices, 
and  Insuring  Offices. 

(e)  "Person”  means  “person”  as  de¬ 
fined  In  5  U.S.C.  551(2)  to  Include  cor- 
ptorations  and  organizations  as  well  as 
individuals. 

(f)  “Information  center"  means  any 
place,  reading  room,  desk,  or  other  area 
or  facility  established  and  maintained 
by  the  Department  where  the  public  may 
request  and  obtain  information  and  rec¬ 
ords  concerning  the  Department’s  op¬ 
erations  and  business. 

§  15.2  Purpose. 

This  part  contains  the  rules  and  regu¬ 
lations  of  the  Department  Implementing 
5  U.S.C.  552.  It  Informs  the  public  about 
where  and  how  the  Department’s  records 
and  Information  may  be  obtained  from 
its  organizational  units  in  Washington. 
D.C.,  and  Its  regional  and  other  local 
offices  throughout  the  coimtry. 

§  15.3  Statement  of  policy. 

The  Department’s  policy  is  one  of  full 
and  responsible  disclosure  of  Its  Identi¬ 
fiable  records  and  information  consistent 
with  such  competing  public  Interests 
concerning  the  national  security,  per¬ 
sonal  privacy,  and  obligations  of  confi¬ 
dentiality  as  are  recognized  by  5  UH.C. 
552.  Every  effort  will  be  made  to  fur¬ 
nish  service  with  reasonable  promptness 
to  the  public  with  respect  to  the  obtain¬ 
ing  of  records  and  information. 

Subpart  B — Production  and  Disclosure 
of  Records 

§  15.11  Publication  in  the  Federal  Reg¬ 
ister. 

Subject  to  the  exemptions  In  §  15.21. 
the  Department  shall  separately  state 
and  currently  publish  in  the  Federal 
Register  for  the  guidance  of  the  public: 

(a)  Descriptions  of  its  central  and 
field  organization  and  the  established 
places  at  which,  the  employees  from 
whom,  and  the  methods  whereby,  the 
public  may  obtain  information,  make 
submittals  or  requests,  or  obtain  de¬ 
cisions; 

(b)  Statements  of  the  general  course 
and  method  by  which  its  functions  are 
channeled  and  determined,  including  Uie 


FEDERAL  REGISTER,  VOL.  36,  NO.  246— WEDNESDAY,  DECEMBER  22,  1971 


RULES  AND  REGULATIONS 


24425 


natiire  and  requirements  of  all  formal 
and  informal  procedures  available; 

(c)  Rules  of  procedure,  descriptions  of 
forms  available  or  the  places  ^t  which 
forms  may  be  obtained,  and  Instructions 
as  to  the  scope  and  contents  of  all  papers, 
reports,  or  examinations; 

(d)  Substantive  rules  of  general  ap¬ 
plicability  adopted  as  authorized  by  law, 
and  statements  of  general  policy  or  Inter¬ 
pretations  of  general  applicability 
formulated  and  adopted  by  the  Depart¬ 
ment;  and 

(e)  Each  amendment,  revision,  or 
repeal  of  the  foregoing. 

Except  to  the  extent  that  a  person  has 
actual  and  timely  notice  of  the  terms 
thereof,  no  person  shall  In  any  manner 
be  required  to  resort  to  or  be  adversely 
affected  by  any  matter  required  to  be 
publislied  In  the  Federal  Register  and 
not  so  published.  For  purposes  of  this 
section,  matter  which  is  reasonably  avail¬ 
able  to  the  class  of  persons  affected  there¬ 
by  shall  be  deemed  publislied  In  the 
Federal  Register  when  incorporated  by 
reference  therein  with  the  approval  of 
the  Director  of  the  Office  of  the  Federal 
Register,  as  provided  in  1  CFR  Part  20. 

§  15.12  Materials  not  published  in  Fed¬ 
eral  Register. 

(a)  Subject  to  the  exemptions  In 
§  15.21,  the  Department,  In  accordance 
with  this  part,  shall  make  available  for 
public  Inspection  and  copying: 

(1)  Final  opinions.  Including  concur¬ 
ring  and  dissenting  opinions,  as  well  as 
orders,  made  In  the  adju^catlon  of 
cases; 

(2)  Statements  of  policy  and  inter¬ 
pretations  which  have  been  adopted  by 
the  Department  and  are  not  published  In 
the  Federal  Register;  and 

(3)  Administrative  staff  manuals  and 
Instructions  to  staff  that  affect  a  member 
of  the  public.' 

(b)  To  prevent  a  clearly  unwarranted 
Invasion  of  personal  privacy,  the  Depart¬ 
ment  may  delete  Identifying  details  when 
it  makes  available  or  publishes  any 
material.  Whenever  such  deletions  are 
required,  the  record  or  cqpy  will  be  made 
available  with  the  space  formerly  oc¬ 
cupied  by  such  Identifying  details  left 
blank,  and  the  justification  for  the  dele¬ 
tion  shall  be  explained  fully  in  writing. 

(c)  The  Department  shall  maintain 
and  make  available  for  public  inspection 
and  copying  a  current  index  providing 
identifying  Information  for  the  public  as 
to  any  matter  Issued,  adopted,  or 
promulgated  after  July  4.  1967,  and 
which  Is  required  by  this  section  to  be 
made  available  or  published. 

§  15.13  Identiriiible  rcirords  produced 
upon  recpiesL 

Requests  for  records  and  copies  may  be 
made  in  person  during  normal  business 
hours  at  Information  centers,  listed 
in  §  15.31  of  this  part.  Requests  may  also 
be  made  by  mail  addressed  to  such 
centers. 

(a)  Elach  request  for  a  record  or  copy 
thereof  should  Identify  the  record  specif¬ 
ically  with  respect  to  names,  dates,  sub¬ 
ject  matter,  and  location,  if  known.  The 


Department  will  notify  any  person  mak¬ 
ing  a  request  if  further  Identifying  in¬ 
formation  Is  needed  before  his  request 
can  be  honored. 

(b)  Charges  will  be  made  in  ac¬ 
cordance  with  the  schedule  of  fees  set 
forth  In  S  15.14  for  any  records  search 
which  Involves  more  than  one  man-hour 
of  work,  and  for  duplicating,  reproduc¬ 
ing,  certifying,  or  authenticating  copies 
of  documents  furnished. 

(c)  When  a  request  is  made  for  an 
identifiable  record  of  the  Department 
which  has  been  stored  in  the  National 
Archives  or  other  record  centers  of  the 
General  Services  Administration,  such 
record  will  be  requested  by  the  Depart¬ 
ment  if  it  otherwise  would  be  available 
under  this  part. 

(d)  Every  effort  will  be  made  to  make 
a  record  in  use  by  the  staff  of  the  Depart¬ 
ment  available  when  requested,  and  such 
availability  will  be  deferred  only  to  the 
extent  necessary  to  avoid  serious  Inter¬ 
ference  with  the  business  of  the  Depart¬ 
ment. 

(e)  Copies  of  a  requested  record  need 
not  be  furnished  if  the  record  is  pub¬ 
lished  in  the  Federal  Register  or  Is 
available  for  purchase  from  the  Super¬ 
intendent  of  Documents  of  the  Govern¬ 
ment  Printing  Office.  Such  records  may, 
however,  be  examined  in  one  of  the 
Department’s  information  centers. 

§  15.14  Schedule  of  fees. 

For  the  services  listed  below  performed 
in  the  location  and  disclosure  or  furnish¬ 
ing  of  copies  of  records  under  5  U.S.C. 
552,  and  pursuant  to  the  policy  estab¬ 
lished  by  Congress  in  31  U.S.C.  483a, 
the  following  charges  will  apply: 

(a)  Records  search: 

(1)  First  man-hour  oa  any  single  request: 
no  fee. 

(2)  Each  additional  man-hour  or  fraction 
thereof:  $5. 

(b)  Copies  of  documents: 

(1)  Xerox  or  equivalent,  i>age  size  up  to 
6^  inches  by  14  Inches,  per  page:  $0.26. 

(2)  Photostat,  page  size  up  to  8^  Inches  by 
14  Inchee,  per  page:  $1. 

(c)  If  charge  is  less  than  $1.00  per 
order:  no  fee. 

(d)  Maximum  number  of  copies  fur¬ 
nished  of-any  record:  10. 

(e)  Certification  of  true  copies,  each: 

$1. 

(f)  Attestation  under  the  seal  of  the 
Department  or  GNMA,  as  the  case  may 
be.  each:  $2. 

(g)  Payment  of  fees  under  this  section 
shall  be  ntade  in  cash,  or  by  U.S.  money 
order,  or  by  certified  bank  check  payable 
to  the  Treasurer  of  the  United  States. 
Postage  stamps  will  not  be  accepted. 

Subpart  C — Exemptions 

§  15.21  Exemptions  authorized  liy  5 
U.S.C  552. 

A  requested  record  shall  not  be  with¬ 
held  from  inspection  or  copying  unless 
it  both  (1)  comes  within  one  of  the 
classes  of  records  exempted  by  5  U.S.C. 
552,  and  (2)  there  is  need  in  the  public 
interest  to  withhold  it.  In  determining 
the  scope  of  the  classes  of  records  de¬ 


scribed  in  paragraph  (a)  of  this  section, 
the  Attorney  General’s  Memorandum  on 
the  Public  Information  Act,  June  1967, 
will  be  used  as  a  guide. 

(а)  The  classes  of  records  authorized 
to  be  exempted  from  disclosure  by  5 
U.S.C.  552  are  those  which  concern  mat¬ 
ters  that  are: 

(1)  Specifically  required  by  Executive 
order  to  be  kept  secret  in  the  interest 
of  the  national  defense  or  foreign  policy; 

(2)  Related  solely  to  the  internal  per¬ 
sonnel  rules  and  practices  of  the  De¬ 
partment; 

(3)  Specifically  exempted  from  disclo¬ 
sure  by  statute; 

(4)  Trade  secrets  and  commercial  or 
financial  information  obtained  from  a 
person  and  privileged  or  confidential; 

( 5 )  Interagency  or  intra-agency  mem  - 
orandums  or  letters  which  would  not  be 
available  by  law  to  a  party  other  than  an 
agency  in  litigation  with  the  Depart¬ 
ment; 

(б)  Personnel  and  medical  files  and 
similar  files  the  disclosure  of  which 
would  constitute  a  clearly  unwarranted 
invasion  of  personal  privacy; 

(7)  Investigatory  files  compiled  for 
law  enforcement  purposes  except  to  the 
extent  available  by  law  to  a  party  other 
than  an  agency; 

(8)  Contained  in  or  related  to  exam¬ 
ination,  operating,  or  condition  reports 
prepared  by,  on  behalf  of,  or  for  the  use 
of  the  Department  in  connection  with 
its  responsibility  for  the  regulation  or 
supervision  of  financial  institutions;  or 

(9)  Geological  and  geophysical  infor¬ 
mation  and  data,  including  maps,  con¬ 
cerning  wells. 

Subpart  D — Where  Records  May  Be 
Inspected  and  Obtained 
§15.31  Information  center.*). 

(a)  The  Department  maintains  a  Cen¬ 
tral  Information  Center  in  Washington, 
D.C.,  at  the  following  location: 

Department  of  Housing  and  Urban  Develop¬ 
ment,  451  Seventh  Street  SW.,  Room  1202, 
Washington,  D.C.  20410. 

(b)  The  Department  also  maintains 
an  information  center — 

(1)  In  each  of  its  Regional  OfSces  as 
follows: 

Region  I  (Boston) — Room  800,  John  P.  Ken¬ 
nedy  Building,  Boston.  Mass.  02203. 
Region  II  (New  York) — 26  Federal  Plaza. 
New  York.  NY  10007. 

Region  III  (Philadelphia) — Curtis  Building, 
6th  and  Walnut  Streets,  Philadelphia,  PA 
19106. 

Region  IV  (Atlanta) — 645  Peachtree-Seventh 
Building  NE.,  Atlanta,  QA  30323. 

Region  V  (Chicago) — 360  North  Michigan 
Avenue,  Chicago,  IL  60601. 

Region  VI  (Port  Worth) — Federal  Office 
Building,  819  Taylor  Street,  Fort  Worth. 
TX  76102. 

Region  VII  (Kan.'sas  City) — Room  300  Fed¬ 
eral  Office  Building,  911  Walnut  Street. 
Kansas  City,  MO  64106. 

Region  VIII  (Denver) — New  Federal  Build¬ 
ing,  19th  and  Stout  Streets,  Denver.  CO 
80202. 

Region  IX  (San  Francisco) — 450  Golden 
Oate  Avenue,  Post  Office  Box  36008,  San 
Francisco,  CA  94102. 
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Region  X  (Seattle) — 3027  Arcade  Plaza 

Building,  1321  Second  Avenue,  Seattle,  WA 

98102. 

(2)  With  respect  to  the  mortgage  loan 
activities  of  GNMA,  in  each  FNMA  Re¬ 
gional  Office  as  follows: 

215  Penn  Center  Plaza,  Philadelphia,  PA 

19103. 

34  Peachtree  Street  NE.,  Atlanta,  OA  30303. 
1112  Commonwealth  Edison  Building,  72 

West  Adams  Street,  Chicago,  IL  60603. 
411  North  Akard  Street,  Dallas,  TX  75201. 
3540  Wllshlre  Boulevard,  Los  Angeles,  CA 

90005. 

(3)  In  each  Area  Office  and  each  In¬ 
suring  Office:  for  addresses  see  listings 
in  local  telephone  directories  under 
“United  States  Government”. 

§15.32  Information  officers. 

There  shall  be  an  Information  officer 
in  each  of  the  information  centers  de¬ 
scribed  in  §  15.31  who  shall  be  responsi¬ 
ble  for  making  Information  and  records 
available  to  the  public  in  accordance 
with  this  part.  The  information  officer 
in  the  Department  Central  Information 
Center  shall  be  designated  by  the  Direc¬ 
tor,  Office  of  Public  Affairs.  The  infor¬ 
mation  officer  in  each  Regional  Office  and 
held  office  shall  be  designated  by  the 
Regional  Administrator  or  the  Director 
of  the  office,  as  the  case  may  be,  with  the 
concurrence  of  the  Director,  Office  of 
Public  Affairs. 

§  15.33  Material  in  Department  Central 
Information  (Center. 

(a)  The  Central  Information  Center 
shall  contain  or  have  ready  access  to  the 
following  as  a  minimum: 

(1)  Federal  Register,  Code  of  Federal 
Regulations,  and  regulations  of  the  De¬ 
partment  contained  therein; 

(2)  Precedent  final  opinions  and  or¬ 
ders  in  the  adjudication  of  cases; 

(3)  Administrative  staff  manuals 
which  affect  the  public; 

(4)  Program  manuals  which  affect  the 
public  and  forms; 

(5)  Interpretations  relied  upon  as 
precedents; 

(6)  A  current  index  of  the  foregoing 
materials  issued,  adopted,  or  promul¬ 
gated  after  July  4, 1967. 

(b)  The  information  center  in  each 
Regional  Office,  Area  Office,  and  Insuring 
Office  shall  contain  or  shall  have  ready 
access  to  such  of  the  above  records  as 
pertain  to  the  activities  of  that  office. 

(c)  Facilities  shall  be  available  to 
each  Information  center  for  the  copying 
of  properly  requested  and  available 
records. 

Subpari  E — Procedures  for  Requesting 
Access  to  Records 
§15.41  Requests  for  records. 

(a)  Requests  for  identifiable  records 
should  be  made  at  the  established  in¬ 
formation  centers. 

(b)  A  request  should  specify  the  re¬ 
quested  record  by  brief  description,  con¬ 
taining  the  name,  number  or  date  as 
applicable,  in  enough  detail  that  the 
record  can  be  identified  and  located.  A 
reasonable  time  should  be  allowed  for 
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records  to  be  located,  copied,  and  mailed 
or  otherwise  delivered. 

(c)  The  request  should  be  accompa¬ 
nied  by  the  fee  or  an  offer  to  pay  the  fee 
when  determined. 

(d)  Copies  of  available  records  shall 
be  produced  as  promptly  as  possible. 
Copying  service  shall  be  limited  to  not 
more  than  10  copies  of  any  single  page. 
Records  which  are  published  or  available 
for  sale  need  not  be  supplied. 

Subpart  F — Disclosure  of  Records  and 
Refusal  To  Disclose 

§  15.51  Authority  to  release  records  or 
copies. 

The  head  of  each  organizational  unit 
or  the  designee  of  each  of  these  officers, 
with  respect  to  records  pertaining  to  pro¬ 
grams  or  activities  for  which  each  has 
primary  responsibility,  is  authorized  to 
release  any  Department  record  or  copy 
thereof  when  disclosure  is  clearly  appro¬ 
priate  under  this  part.  Such  authorized 
persons  may  release  records  for  which 
another  officer  has  primary  responsibility 
only  with  the  consent  of  the  other  officer 
or  his  designee. 

§  15.52  Authority  to  deny  requests  for 
records. 

The  officers  and  their  designees  de¬ 
scribed  in  the  preceding  §  15.51  may  deny 
a  request  for  a  record.  Any  denial  shall 
be  promptly  made  in  writing  and  con¬ 
tain  a  simple  statement  of  reasons  for 
the  denial.  Prior  to  a  denial,  the  officer 
or  designee  shall  clear  the  matter  with 
the  Office  of  General  Counsel  or  the  office 
of  the  appropriate  Regional  Oounsel. 
Denial  shall  terminate  the  authority  of 
the  particular  officer  or  designee  to  re¬ 
lease  or  disclose  the  requested  record, 
which  thereafter  may  not  be  made  avail¬ 
able  except  with  the  express  authoriza¬ 
tion  of  the  Secretary  or  his  designee. 

Subpart  G — Administrative  Review  of 

Denials  of  Requests  for  Records 
§15.61  Administrative  review. 

(a)  Review  shall  be  available  only 
from  a  written  denial  of  a  request  for  a 
record  issued  under  §  15.52,  and  only  if  a 
written  request  for  review  is  filed  within 
30  days  after  issuance  of  the  written 
denial.  The  filing  of  a  request  for  review 
may  be  accomplished  by  mailing  to  the 
Secretary  of  Housing  and  Urban  Devel¬ 
opment,  451  Seventh  Street  SW.,  Room 
10000,  Washington,  D.C.  20410,  a  copy  of 
the  request  if  in  writing,  a  copy  of  the 
written  denial  ts.sued  under  §  15.52,  and  a 
statement  of  the  circumstances,  reasons, 
or  arguments  advanced  in  support  of  dis¬ 
closure  of  the  original  request  for  the 
record.  Review  will  be  made  promptly  by 
the  Secretary  or  his  designee  on  the 
basis  of  the  written  record  described  in 
this  §  15.61. 

(b)  The  decision  after  review  will  be 
in  writing,  will  be  promptly  eommunl- 
cated  to  the  person  requesting  review, 
and  will  constitute  final  action  of  the 
Department  on  the  request,  subject  to 
Judicial  review  as  provided  in  5  U.S.C. 
552(a)(3). 


Subpart  H — Production  in  Response  to 

Subpenas  or  Demands  of  Courts  or 

Other  Authorities 
§15.71  Purpose  and  scope. 

This  subpart  contains  the  regulations 
of  the  Department  concerning  proce¬ 
dures  to  be  followed  when  a  subpena, 
order,  or  other  demand  (hereinafter  re¬ 
ferred  to  in  this  subpart  as  a  “demand”) 
of  a  court  or  other  authority  is  issued 
for  the  production  or  disclosure  of  (a) 
any  material  contained  in  the  files  of  the 
Department,  (b)  any  information  relat¬ 
ing  to  material  contained  in  the  files  of 
the  DeiJartment,  or  (c)  any  information 
or  material  acquired  by  any  person  while 
such  person  was  an  employee  of  the 
Department  as  a  part  of  the  perform¬ 
ance  of  his  official  duties  or  because  of 
his  official  status.  For  the  purposes  of 
this  subpart,  the  term  “employee  of  the 
Department”  includes  all  officers  and 
employees  of  the  United  States  appointed 
by,  or  subject  to  the  supervision  of,  the 
Secretary. 

§  15.72  Production  prohibited  unless 
approved  by  the  Secretary. 

No  employee  or  foimer  employee  of 
the  Department  shall,  in  response  to  a 
demand  of  a  court  or  other  authority, 
produce  any  material  contained  in  the 
files  of  the  Department,  or  disclose  any 
information  relating  to  material  con¬ 
tained  in  the  files  of  the  Department, 
or  disclose  any  Information  or  produce 
any  material  acquired  as  a  part  of  the 
performance  of  his  official  duties  or  be¬ 
cause  of  his  official  status,  without  the 
prior  approval  of  the  Secretary. 

§  15.73  Procedure  in  ibe  event  of  a  de¬ 
mand  for  production  or  disclosure. 

(a)  Wlienever  a  demand  is  made  upon 
an  employee  or  former  employee  of  the 
Department  for  the  production  of  mate¬ 
rial  or  the  disclosure  of  Information  de¬ 
scribed  in  §  15.71,  he  shall  immediately 
notify  the  Secretary  and  either  the  Gen¬ 
eral  Counsel  or  the  appropriate  Regional 
Counsel.  The  “appropriate  Regional 
Coimsel”  shall  mean  the  Regional  Coun¬ 
sel  for  the  Regional  Office  having  dele¬ 
gated  authority  over  the  project  or  activ¬ 
ity  with  respect  to  which  the  information 
is  sought.  If  possible,  the  Secretary  shall 
be  notified  before  the  employee  or  for¬ 
mer  employee  concerned  replies  to  or  ap¬ 
pears  before  the  court  or  other  authority. 

(b)  If  response  to  the  demand  is  re¬ 
quired  before  the  instructions  from  the 
Secretary  are  received,  the  U.S.  Attorney 
or  such  other  attorney  as  may  be  desig¬ 
nated  for  the  purpose,  will  appear  with 
the  employee  or  former  employee  of  the 
Department  upon  whom  the  demand  has 
been  made,  and  will  furnish  the  court 
or  other  authority  with  a  copy  of  the 
regulations  contained  In  this  subpart 
and  inform  the  court  or  other  authority 
that  the  demand  has  been  or  Is  being, 
as  the  case  may  be,  referred  for  prompt 
consideration  of  the  Secretary.  The  court 
or  other  authority  shall  be  requested  re¬ 
spectfully  to  stay  the  demand  pending 
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receipt  of  the  requested  instruction* 
from  the  Secretary. 

§  15.74  Procedure  in  ihe  event  of  an  ad¬ 
verse  ruling. 

If  the  court  or  other  authority  declines 
to  stay  the  effect  of  the  demand  in  re¬ 
sponse  to  a  request  made  in  accordance 
with  §  15.73(b)  pending  receipt  of  in¬ 
structions  from  the  Secretary,  or  if  the 
court  or  other  authority  rules  that  the 
demand  must  be  complied  with  irrespec¬ 
tive  of  the  instructions  from  the  Secre¬ 
tary  not  to  produce  the  material  or 
disclase  tlie  information  sought,  the 
employee  or  former  employee  upon 
whom  the  demand  has  been  made  shall 
respectfully  decline  to  comply  with  the 
demand  (United  States  ex  rel.  Touhy 
V.  Ragen,  340  U.S.  462). 

PART  17— ADMINISTRATIVE  CLAIMS 

Subpart  A — Claimt  Against  Government  Under 
Federal  Tort  Claims  Act 

Gekeral  Provtsions 

Sec. 

17.1  Scope;  dcflnitlons. 

Procedures 

17.2  Administrative  claim;  when  pre¬ 

sented;  appropriate  HUD  Office. 

17.3  Administrative  claim;  who  may  file. 

17.4  Administrative  claim;  evidence  and 

Information  to  be  submitted. 

17.6  Investigations. 

17.6  Claims  Investigation. 

17.7  AutbOTlty  to  adjust,  determine,  com¬ 

promise,  and  settle  claims. 

17.8  Limitations  on  authority. 

17.9  Referral  to  Department  of  Justice. 

17.11  Final  denial  of  claim. 

17.12  Action  on  approved  claim. 

Subpart  B— Collection  of  Claims  by  the  Govern¬ 
ment  Under  Ihe  Federal  Claims  Collection  Act 
of  1966 

17.20  Scope;  definitions. 

17.21  Incorporation  of  Joint  standards  by 

reference.  " 

17.22  Subdivision  and  Joining  of  claims. 

17.23  Avithorlty  of  offices  to  attempt  collec¬ 

tion  of  claims. 

17.24  Referral  of  claims  to  the  Oeneral 

Counsel. 

17.25  Authority  of  offices  to  compromise 

claims  or  susptend  or  terminate  col¬ 
lection  action. 

17.26  Department  Claims  Officer. 

17.27  Claims  flies. 

17.28  Monthly  report  of  collection  action. 

17.29  Accounting  control. 

17.30  Record  retention. 

17.31  Suspension  or  revocation  of  eligibility. 
1722  Standards  for  collection  of  claims. 

17.33  Standards  for  compromise  of  claims. 

17.34  Standards  for  sn.^ipenslon  or  termina¬ 

tion  of  collection  action. 

17.35  Referral  to  GAO  or  Justice  Depart¬ 

ment. 

Subporl  C — Claims  Under  the  Military  Personnel 
and  Civilian  Employees’  Claims  Act  of  1964 

17.40  Scope  and  purpose. 

17.41  Claimants. 

17.42  Time  limitations. 

17.43  Allowable  claims. 

17.44  Restrictions  on  certain  claims. 

17.45  Unallowable  claims. 

17.46  Claims  involving  carriers  or  Insurers. 

17.47  Settlement  of  claims. 

17.48  Computation  of  amount  of  award. 

17.49  Attorney’s  fees. 

17.50  Claims  procedures. 


Subpart  A — Claims  Against  Govern¬ 
ment  Under  Federal  Tort  Claims  Act 

Authoritt:  The  provlalona  of  this  Subpart 
A  issued  under  28  UJ9.C.  2672;  28  CFR 
14.11;  sec.  7(d),  79  Stat.  670,  42  U.S.C.  3636 
(d). 

General  Provisions 
§17.1  Scope ;  definitions. 

(a)  This  subpart  applies  to  claims  as¬ 
serted  under  the  Federal  Tort  Claims 
Act,  as  amended,  accruing  on  or  after 
January  18,  1967,  for  money  damage* 
against  the  United  States  for  injury  to  or 
loss  of  property  or  personal  injury  or 
death  caused  by  the  negligent  or  wrong¬ 
ful  act  or  omission  of  an  ofBcer  or  em¬ 
ployee  of  the  Department  while  acting 
within  the  scope  of  his  ofBce  or 
employment. 

(b)  This  subpart  is  issued  subject  to 
and  consistent  with  applicable  regula¬ 
tions  on  administrative  claims  under  the 
Federal  Tort  CHalms  Act  issued  by  the 
Attorney  General  (31  F.R.  16616;  28 
CFR  Part  14) . 

(c)  For  purposes  of  this  subpart,  the 
term  “Department”  means  the  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment,  which  consists  of  the  Office  of  the 
Secretary  and  the  several  organizational 
units.  "Organizational  unit”  means  the 
jurisdictional  area  of  each  Assistant 
Secretary,  each  oCace  head  reporting  di¬ 
rectly  to  the  Secretary,  and  each  Re¬ 
gional  Administrator. 

Procedures 

§  17.2  Administrative  claim;  when  pre¬ 
sented  ;  appropriate  HUD  Office. 

(a)  For  purposes  of  this  subpart,  a 
claim  shall  be  deemed  to  have  been  pre¬ 
sented  when  the  Department  receives, 
at  a  place  designated  in  paragraph  (b)  of 
this  section,  an  executed  “Claim  for 
Damages  or  Injury,”  Standard  Form  95, 
or  other  written  notification  of  an  Inci¬ 
dent,  accompanied  by  a  claim  for  money 
damages  in  a  sum  certain  for  injury  to 
or  loss  of  property,  for  personal  injury, 
or  for  death  alleged  to  have  occurred  by 
reason  of  the  Incident.  A  claim  which 
should  have  been  presented  to  the  De¬ 
partment,  but  which  was  mistakenly 
addressed  to  or  filed  with  another  Fed¬ 
eral  agency,  is  deemed  to  be  presented 
to  the  Department  as  of  the  date  that 
the  claim  is  received  by  the  Department. 
If  a  claim  is  mistakenly  addressed  to  or 
filed  with  the  Department,  the  Depart¬ 
ment  shall  forth^th  transfer  it  to  the 
appropriate  Federal  agency,  if  ascertain¬ 
able,  or  return  it  to  the  claimant. 

(b)  A  claimant  shall  mall  or  deliver 
his  claim  to  the  ofBce  of  employment  of 
the  Department  employee  or  employees 
whose  negligent  or  wrongful  act  or  omis¬ 
sion  is  alleged  to  have  caused  the  loss  or 
injury  complained  of.  Where  such  ofBce 
of  employment  Is  the  Department  Cen¬ 
tral  OfBce  in  Washington,  or  is  not  rea¬ 
sonably  known  and  not  reasonably  ascer¬ 
tainable,  claimant  shall  file  his  claim 
with  the  Assistant  Secretary  for  Ad¬ 
ministration,  Department  of  Housing  and 
Urban  Development,  451  Seventh  Street 


SW.,  Washington,  D.C.  20410.  In  all  other 
cases,  claimant  shall  address  his  claim 
to  the  head  of  the  appropriate  ofBce,  the 
address  of  which  will  generally  be  foimd 
listed  in  the  local  telephone  directory. 

§  17.3  Administrative  claim;  who  may 
file. 

(a)  A  claim  for  Injury  to  or  loss  of 
property  may  be  presented  by  the  owner 
of  the  property,  his  duly  authoris'd 
agent,  or  his  legal  representative. 

(b)  A  claim  for  personal  Injury  may 
be  presented  by  the  injured  person,  his 
duly  authorized  agent,  or  his  legal 
representative. 

(c)  A  claim  based  on  death  may  be 
presented  by  the  executor  or  adminis¬ 
trator  of  the  decedent’s  estate,  or  by  any 
other  person  legally  entitled  to  assert 
such  a  claim  in  accordance  with  appli¬ 
cable  State  law. 

(d)  A  claim  for  loss  wholly  compen¬ 
sated  by  an  insurer  with  the  rights  of  a 
subrogee  may  be  presented  by  the  in¬ 
surer.  A  claim  for  loss  partially  compen¬ 
sated  by  an  insurer  with  the  rights  of  a 
subrogee  may  be  presented  by  the  insurer 
or  the  insured  Individually,  as  their  re¬ 
spective  interests  appear,  or  Jointly. 
Whenever  an  insurer  presents  a  claim 
asserting  the  rights  of  a  subrogee,  he 
shall  present  with  his  claim  appropriate 
evidence  that  he  has  the  rights  of  a 
subrogee. 

(e)  A  claim  presented  by  an  agent  or 
legal  representative  shall  be  presented 
In  the  name  of  the  claimant,  be  signed 
by  the  agent  or  legal  representative,  show 
the  title  or  legal  capacity  of  the  person 
signing,  and  be  accompanied  by  evidence 
of  his  authority  to  present  a  claim  on 
behalf  of  the  claimant  as  agent,  executor, 
administrator,  parent,  guardian,  or  other 
representative. 

§  17.4  Administrative  claim;  evidence 
and  information  to  be  submitted. 

(a)  Personal  injury.  In  support  of  a 
claim  for  personal  injury,  including  pain 
and  suffering,  the  claimant  may  be  re¬ 
quired  to  submit  the  following  evidence 
or  information; 

(1)  A  written  report  by  his  attending 
physician  or  dentist  setting  forth  the 
nature  and  extent  of  the  injury,  nature 
and  extent  of  treatment,  any  degree  of 
temporary  or  permanent  disability,  the 
prognosis,  period  of  hospitalization,  and 
any  dimini^ed  earning  capacity.  In  ad¬ 
dition,  the  claimant  may  be  required  to 
submit  to  a  physical  or  mental  exami¬ 
nation  by  a  physician  employed  or  desig¬ 
nated  by  the  Department  or  another  Fed¬ 
eral  agency.  A  copy  of  the  report  of  the 
examining  physician  shall  be  made  avail¬ 
able  to  the  claimant  upon  the  claimant’s 
written  request  provided  that  he  has, 
upon  request,  furnished  the  report  re¬ 
ferred  to  in  the  first  sentence  of  this 
subparagraph  and  has  made  or  agrees 
to  make  available  to  the  Department  any 
other  physician’s  report  previously  or 
thereafter  made  of  the  physical  or  men¬ 
tal  condition  which  Is  the  subject  matter 
of  hi*  claim; 

(2)  Itemized  bills  for  medical,  dental, 
and  hospltsd  expenses  incurred,  or  Item- 
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Ized  receipts  of  payment  for  such 
expenses: 

(3)  If  the  prognosis  reveals  the  neces¬ 
sity  for  future  treatment,  a  statement 
of  expected  expenses  for  such  treatment; 

(4)  If  a  claim  is  made  for  loss  of  time 
from  employment,  a  written  statement 
from  his  employer  showing  actual  time 
lost  from  employment,  whether  he  is 
a  full-  or  part-time  employee,  and  wages 
or  salary  actually  lost; 

(5)  If  a  claim  is  made  for  loss  of  in¬ 
come  and  the  claimant  is  self-employed, 
documentary  evidence  showing  the 
amount  of  earnings  actually  lost; 

(6)  Any  other  evidence  or  information 
which  may  have  a  bearing  on  either  the 
responsibility  of  the  United  States  for 
the  personal  injury  or  the  damages 
claimed. 

(b)  Death.  In  support  of  a  claim  based 
on  death,  the  claimant  may  be  required 
to  submit  the  following  evidence  or  in¬ 
formation; 

(1)  An  authenticated  death  certificate 
or  other  competent  evidence  showing 
cause  of  death,  date  of  death,  and  age 
of  the  decedent: 

(2)  Decedent’s  employment  or  occu¬ 
pation  at  time  of  death,  including  his 
monthly  or  yearly  salary  or  earnings  (if 
any),  and  the  duration  of  his  last  em¬ 
ployment  or  occupation; 

(3)  Full  names,  addresses,  birth  dates, 
kinship,  and  marital  status  of  the  de¬ 
cedent’s  survivors,  iacludkig  identifica¬ 
tion  of  those  suiMvors  who  were  de¬ 
pendent  for  support  upon  the  decedent 
at  the  time  of  his  death; 

(4)  Degree  of  support  afforded  by  the 
decedent  to  each  survivor  dependent 
upon  him  for  support  at  the  time  of  his 
death; 

(5)  Decedent’s  general  physical  and 
mental  condition  before  death; 

(6)  Itemized  bills  for  medical  and 
burial  expenses  Incurred  by  reason  of 
the  incident  causing  death,  or  itemized 
receipts  of  payment  for  such  expenses; 

(7)  If  damages  for  pain  and  suffering 
prior  to  death  are  claimed,  a  physician’s 
detailed  statement  specifying  the  in¬ 
juries  suffered,  duration  of  pain  and  suf¬ 
fering,  any  drugs  administered  for  pain, 
and  the  decedent’s  physical  condition 
in  the  Interval  between  Injury  and 
death; 

(8)  Any  other  evidence  or  informa¬ 
tion  which  may  have  a  bearing  on  either 
the  responsibility  of  the  United  States  for 
the  death  or  the  damages  claimed. 

(c)  Property  damage.  In  support  of  a 
claim  for  Injury  to  or  loss  of  property, 
real  or  personal,  the  claimant  may  be  re¬ 
quired  to  submit  the  following  evidence 
or  Information: 

( 1 )  Proof  of  ownership ; 

(2)  A  detailed  statement  of  the 
amoimt  claimed  with  respect  to  each 
item  of  property; 

(3)  An  itemized  receipt  of  payment  for 
necessary  repairs  or  itemized  written  es¬ 
timates  of  the  cost  of  such  repairs; 

(4)  A  statement  listing  date  of  pur¬ 
chase,  purchase  price,  and  salvage  value 
where  repair  is  not  economical; 

(5)  Any  other  evidence  or  informa¬ 
tion  which  may  have  a  bearing  on  either 


the  responsibility  of  the  United  States 
for  the  injury  to  or  loss  of  property  or  the 
damages  claimed. 

§  17.5  Investigations. 

The  Department  may  investigate,  or 
may  request  any  other  Federal  agency 
to  investigate,  a  claim  filed  under  this 
subpart. 

§17.6  Claims  investigation. 

(a)  When  a  claim  has  been  filed  with 
the  Department,  the  head  of  the  orga¬ 
nizational  unit  concerned  or  his  designee 
shall  designate  one  employee  in  that  unit 
who  shall  act  as,  and  who  shall  be  re¬ 
ferred  to  herein  as,  the  Claims  Investi¬ 
gating  Officer  for  that  particular  claim. 
When  a  claim  is  received  by  the  head 
of  an  organizational  imit  to  which  this 
subpart  applies,  it  shall  be  forwarded 
with  or  without  comment  to  the  desig¬ 
nated  Claims  Investigating  Officer,  who 
shall: 

(1)  Investigate  as  completely  as  is 
practicable  the  nature  and  clrcum- 
.•itanccs  of  the  occurrence  causing  the 
loss  or  damage  of  the  claimant’s  prop¬ 
erty: 

(2)  Ascertain  the  extent  of  loss  or 
damage  to  the  claimant’s  property; 

( 3 )  Assemble  the  necessary  forms  with 
required  data  contained  therein; 

(4)  Prepare  a  brief  statement  setting 
forth  the  facts  relative  to  the  claim,  a 
statement  whether  the  claim  satisfies  the 
requirements  of  this  subpart,  and  a  rec¬ 
ommendation  as  to  the  amount  to  be 
paid  in  settlement  of  the  claim; 

(5)  Submit  such  forms,  statements, 
and  all  necessary  supporting  papers  to 
the  head  of  the  organizational  unit 
having  jurisdiction  over  the  employee 
involved,  who  will  be  responsible  for  as¬ 
suring  that  all  necessary  data  has  been 
obtained  for  the  file.  The  head  of  the 
organizational  imit  vail  transmit  the 
entire  file  to  the  General  Counsel. 

§17.7  Authority  to  ailjiist,  dotrrminc, 
(‘uiiipruniisp,  and  settle  claims. 

The  General  Counsel,  the  Deputy  Gen¬ 
eral  Counsel,  and  such  employees  of  the 
Office  of  the  General  Counsel  as  may  be 
designated  by  the  General  Counsel,  are 
authorized  to  consider,  ascertain,  adjust, 
determine,  compromise,  and  settle  claims 
pursuant  to  the  Federal  Tort  Claims 
Act,  28  U.S.C.  2671,  and  the  regulations 
contained  in  28  CFR  Part  14  and  in  this 
subpart. 

§17.8  Limitations  on  authority. 

(a)  An  award,  compromise,  or  settle¬ 
ment  of  a  claim  under  section  2672  of 
title  28,  United  States  Code,  and  this  sub¬ 
part  in  excess  of  $25,000  may  be  effected 
only  with  the  prior  written  approval  of 
the  Attorney  General  or  his  designee. 
For  the  purpose  of  this  paragraph,  a 
principal  claim  and  any  derivative  or 
subrogated  claim  shall  be  treated  as  a 
single  claim. 

(b)  An  administrative  claim  may  be 
adjusted,  determined,  compromised,  or 
settled  only  after  consultation  with  the 
Department  of  Justice  when,  in  the 
opinion  of  the  General  Counsel  or  his 
designee: 


(1)  A  new  precedent  or  a  new  point 
of  law  is  involved:  or 

(2)  A  question  of  policy  is  or  may  be 
involved;  or 

(3)  ’The  United  States  is  or  may  be 
entitled  to  Indemnity  or  contribution 
from  a  third  party,  and  the  Department 
is  unable  to  adjust  the  third  party  claim; 
or 

(4)  The  compromise  of  a  particular 
claim,  as  a  practical  matter,  will  or  may 
control  the  disposition  of  a  related  claim 
in  which  the  amount  to  be  paid  may  ex¬ 
ceed  $25,000. 

(c)  An  administrative  claim  may  be 
adjusted,  determined,  compromised,  or 
settled  only  after  consultation  with  the 
Department  of  Justice  when  the  De¬ 
partment  is  Informed  or  is  otherwise 
aware  that  the  United  States  or  an  of¬ 
ficer.  employee,  agent,  or  cost-type  con¬ 
tractor  of  the  United  States  is  Involved 
in  litigation  based  on  a  claim  arising  out 
of  the  same  incident  or  transaction. 

§  17.9  Rcfernil  to  Uopartment  of  Jus- 
ticc. 

When  Department  of  Justice  approval 
or  consultation  is  required  under  §  17.8, 
the  referral  or  request  shall  be  trans¬ 
mitted  to  the  Department  of  Justice  by 
the  General  Counsel  of  the  Department 
or  his  designee. 

§17.11  Final  cleniul  of  rluim. 

Final  denial  of  an  administrative  claim 
shall  be  in  writing,  and  notification  of 
denial  shall  be  sent  to  the  claimant,  his 
attorney,  or  legal  representative  by  certi¬ 
fied  or  registered  mail.  'The  notification 
of  final  denial  may  include  a  statement 
of  the  reasons  for  the  denial  and  shall 
Include  a  statement  that,  if  the  claimant 
is  dissatisfied  with  the  Department  ac¬ 
tion,  he  may  file  suit  in  an  appropriate 
U.S.  District  Court  ijot  later  than  6 
months  after  the  date  of  mailing  of  the 
notification. 

§17.12  Action  on  approved  claim. 

(a)  Payment  of  a  claim  approved  un¬ 
der  this  subpart  is  contingent  on  claim¬ 
ant’s  execution  of  (1)  a  “Claim  for  Dam¬ 
age  or  Injury,’’  Standard  Form  95;  (2) 
a  claims  settlement  agreement;  and  (3) 
a  “Voucher  for  Payment,”  Standard 
Form  1145,  as  appropriate.  When  a 
claimant  is  represented  by  an  attorney, 
the  voucher  for  payment  shall  designate 
both  the  claimant  and  his  attorney  as 
payees,  and  the  check  shall  be  delivered 
to  the  attorney,  whose  address  shall  ap¬ 
pear  on  the  voucher. 

(b)  Acceptance  by  the  claimant,  his 
agent,  or  legal  representative  of  an 
award,  compromise,  or  settlement  made 
under  section  2672  or  2677  of  title  28, 
United  States  Code,  is  final  and  conclu¬ 
sive  on  the  claimant,  his  agent  or  legal 
representative,  and  any  other  person  on 
whose  behalf  or  for  whose  benefit  the 
claim  has  been  presented,  and  consti¬ 
tutes  a  complete  release  of  any  claim 
against  the  United  States  and  against 
any  officer  or  employee  of  the  Govern¬ 
ment  whose  act  or  omission  gave  rise  to 
the  claim,  by  reason  of  the  same  subject 
matter. 
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Subpart  B — Collection  of  Claims  by 

the  Government  Under  the  Federal 

Claims  Collection  Act  of  1966 

Aothoritt;  The  provisions  of  this  Subpart 
B  Issued  under  sec.  3,  80  Stat.  309;  31  U.S.C. 
952;  4  CFR  Parts  101-105. 

§17.20  .Scope;  clefiiiitions. 

(a)  Scope.  This  subpart  sets  forth  the 
regulations  of  the  Secretary  of  Housing 
and  Urban  Development  implementing 
the  Federal  Claims  Collection  Act  of  1966 
(the  Act) ,  in  conformity  with  the  stand¬ 
ards  jointly  promulgated  by  the  Attor¬ 
ney  General  and  the  Comptroller  Gen¬ 
eral  in  4  CFR  Parts  101  through  105.  The 
Act  (1)  requires  the  Secretary  or  his  des¬ 
ignee  to  attempt  collection  of  all  claims 
of  the  United  States  for  money  or  prop¬ 
erty  arising  out  of  the  activities  of  the 
Department;  and  (2)  authorizes  the  Sec¬ 
retary  or  his  designee  to  compromise 
such  claims  that  do  not  exceed  $20,000 
exclusive  of  interest,  or  to  suspend  or  ter¬ 
minate  collection  action  where  it  appears 
that  no  person  liable  on  such  claim  has 
the  present  or  prospective  financial  abil¬ 
ity  to  pay  any  significant  sum  thereon  or 
that  the  cost  of  collecting  such  claim  is 
likely  to  exceed  the  amount  of  recovery. 

(b)  Definitions,  For  purposes  of  this 
subpart,  “office”  means  the  organization 
of  each  Assistant  Secretary,  the  Federal 
Insurance  Administrator,  the  Govern¬ 
ment  National  Mortgage  Association,  the 
Commimity  Development  Corporation, 
and  each  Regional  Office,  Area  Office 
and  Insuring  Office. 

§  17.21  Incorporation  of  joint  slandurds 
by  reference. 

All  administrative  actions  to  collect 
claims  arising  out  of  the  activities  of  the 
Department  shall  be  performed  in  ac¬ 
cordance  with  the  applicable  standards 
prescribed  in  4  CFR  Parts  101  through 
105,  which  are  incorporated  by  reference 
and  supplemented  in  this  subpart. 

§  17.22  Subdivision  and  joining  of 
claims. 

(a)  A  debtor’s  liability  arising  from  a 
particular  transaction  or  contract  shall 
be  considered  as  a  single  claim  in  deter¬ 
mining  whether  the  claim  is  one  not 
exceeding  $20,000  exclusive  of  interest 
for  the  purpose  of  compromise  or  ter¬ 
mination  of  collection  action.  Such  a 
claim  may  not  be  subdivided  to  avoid 
the  monetary  ceiling  established  by  the 
Act. 

(b)  Joining  of  two  or  more  single 
claims  in  a  demand  upon  a  particular 
debtor  for  payment  totaling  more  than 
$20,000  does  not  preclude  compromise 
or  termination  of  collection  action  with 
respect  to  any  one  of  such  claims  that 
does  not  exceed  $20,000  exclusive  of 
Interest. 

§  17.2.^  Aulbority  of  offices  to  alloiiipt 
coliection  of  claims. 

Each  office  of  the  Department  shall 
attempt  to  collect  in  full  all  claims  of  the 
Department  for  money  or  property  aris¬ 
ing  out  of  the  activities  of  the  office.  Each 
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office  shall  designate  a  claims  collection 
officer,  who  shall  assemble  complete  in¬ 
formation  concerning  each  claim  at  the 
time  it  accrues  and  currently  maintain 
the  file. 

§  17.24  Referral  of  claims  to  the  General 
Goiinsel. 

(a)  Authority  of  the  General  Counsel. 
The  General  Counsel  shall  exercise  the 
pow'ers  and  perform  the  duties  of  the 
Secretary  to  compromise,  or  to  suspend 
or  terminate  collection  action  on,  all  De¬ 
partment  claims  not  exceeding  $20,000 
exclusive  of  interest,  except  as  provided 
in  §  17.25  and  paragraph  (b)  of  this  sec¬ 
tion.  When  initial  attempts  at  collection 
by  the  oflBce  having  responsibility  for 
such  claims  have  not  been  fully  success¬ 
ful,  the  claim  file  shall  be  forwarded  to 
the  General  Counsel  for  further  admin¬ 
istrative  collection  procedures.  Claims 
shall  be  referred  to  the  General  Counsel 
well  within  the  applicable  statute  of 
limitations  (28  U.S.C.  2415  and  2416), 
but  in  no  event  more  than  2  years  after 
the  claims  accrued. 

(b)  Exclusions.  There  shall  be  no  com¬ 
promised  or  terminated  collection  action 
with  respect  to  any  claim;  (1)  As  to 
which  there  is  an  indication  of  fraud, 
the  presentation  of  a  false  claim,  or  mis¬ 
representation  on  the  part  of  the  debtor 
or  any  other  party  having  an  interest 
in  the  claim;  (2)  based  in  whole  or  in 
part  on  conduct  in  violation  of  the  anti¬ 
trust  laws;  (3)  based  on  tax  statutes;  or 
(4)  arising  from  an  exception  made  by 
the  General  Accounting  Office  in  the 
accoimt  of  an  accoxmtable  officer.  Such 
ciaims  shall  be  promptly  referred  to  the 
Justice  Department  or  GAO,  as  ap¬ 
propriate. 

§  17.2S  .\iitliority  of  offirrs  lo  vompro- 
mi<«e  rlaims  or  su!«p(‘nfl  or  terminate 
eolleetion  action. 

(a)  Small  claims.  Where  it  appears 
that  the  cost  of  collecting  a  claim  of  less 
than  $400  will  exceed  the  amount  of 
recovery,  the  claims  collection  ofiBcer  is 
authorized  to  compromise  the  claim  or 
to  terminate  collection  action. 

(b)  Claims  arising  under  certain  pro¬ 
grams.  The  office  primarily  responsible 
for  the  following  programs  of  the  De¬ 
partment  is  authorized,  in  those  cases 
where  initial  collection  attempts  are  not 
wholly  successful,  to  compromise  or  to 
suspend  or  terminate  collection  action  on 
claims  not  exceeding  $20,000  with  re¬ 
spect  to: 

(1)  A  claim  on  a  property  improve¬ 
ment  loan  accoimt  under  title  I  of  the 
National  Housing  Act; 

(2)  A  claim  on  a  rehabilitation  loan 
account  under  section  312  of  the  Hous¬ 
ing  Act  of  1964; 

(3)  A  claim  against  tenants  or  former 
tenants  of  properties  acquired  by,  or 
under  the  custody  of,  the  Secretary  or 
held  by  him  as  mortgagee  in  possession; 
or 

(4)  A  claim  arising  out  of  the  opera¬ 
tional  (nonadministrative)  activities  of 
the  Government  National  Mortgage  As¬ 
sociation  (GNMA). 
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However,  no  office  shall  undertake  to 
compromise  or  terminate  any  collection 
action  excluded  imder  §  17.24(b). 

§  17.26  Dvpartineiil  Gltiiins  Oilicor. 

The  General  Counsel  shall  designate 
an  employee  of  the  OfiBce  of  General 
Coimsel  as  Department  Claims  Officer, 
who  shall  be  responsible  for  establish¬ 
ing  an  efficient,  modem  claims  collec¬ 
tion  system  in  the  Dejiartment.  The  De¬ 
partment  Claims  Officer  will  supervise 
and  train  employees  of  a  collection  unit 
in  the  (jeneral  Counsel’s  Office  and  co¬ 
ordinate  collection  activities  of  the  De¬ 
partment  offices. 

§17.27  Claiim  (ilv^. 

Each  claims  collection  officer  is  respon¬ 
sible  for  obtaining  cm-rent  credit  data 
about  each  person  against  whom  a  claim 
is  pending  in  his  office.  The  file  shall  be 
kept  reasonably  up  to  date  by  the  De¬ 
partment  Claims  Officer  for  claims  re¬ 
ferred  to  the  General  Counsel  for  collec¬ 
tion.  Such  credit  data  may  take  the  form 
of  (a)  a  commercial  credit  report,  (b)  an 
agency  investigative  report  showing  the 
debtor’s  assets  and  liabilities  and  his  in¬ 
come  and  expenses,  (c)  the  individual 
debtor’s  own  financial  statement  ex¬ 
ecuted  under  penalty  of  perjury  reflect¬ 
ing  his  assets  and  liabilities  and  his  in¬ 
come  and  expenses,  or  (d)  an  audited 
balance  sheet  of  a  corporate  debtor.  The 
file  should  also  contain  a  checklist  or 
brief  summary  of  actions  taken  to  collect 
or  compromise  a  claim. 

§  17.28  Monthly  reitorl  of  rolleclion 
action. 

The  Department  Claims  Officer  shall 
make  a  monthly  reF>ort  to  the  General 
Counsel  and  all  offices  that  have  referred 
claims  for  collection.  The  report  should 
contain  the  following  information  as  a 
minimum; 

(a)  All  outstanding  claims  referred  to 
the  General  Counsel  for  administrative 
collection,  including  the  name  and  ad¬ 
dress  of  the  debtor,  the  amount  of  the 
claim,  the  date  the  claim  accrued,  the 
basis  of  the  claim,  the  office  referring  the 
claim,  and  the  current  progress  of  collec¬ 
tion  activities. 

(b)  All  claims  compromised  or  on 
which  collection  has  been  suspended  or 
terminated  or  referred  to  GAO  or  Justice 
for  further  collection  action  during  the 
month.  The  collection  action  taken  and 
the  basis  for  the  action  should  be  in¬ 
dicated. 

(c)  All  claims  referred  to  the  Depart¬ 
ment  of  Justice  under  §  17.24(a) . 

(d)  Claims  returned  to  this  Depart¬ 
ment  by  the  Justice  Department  for  fur¬ 
ther  collection  action  because  Justice’s 
handling  was  not  warranted. 

§17.29  Ari'ounling  roiilrtil. 

Each  office  and  the  Department  Claims 
Officer  shall  pr(x:ess  all  claims  collections 
through  the  appropriate  accoimting  office 
and  report  the  collection,  compromise, 
suspension  and  termination  of  all  claims 
to  the  appropriate  accounting  office  for 
recording. 
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§  17.30  Record  retention. 

The  file  of  each  claim  on  whicii  admin¬ 
istrative  collection  action  has  been  com¬ 
pleted  shall  be  retained  by  the  appropri¬ 
ate  office  or  the  General  Counsel  not  less 
than  1  year  after  the  applicable  statute 
of  limitations  has  nm. 

§  17.31  Suspension  or  revoration  of 
eligibility. 

(a)  Where  a  contractor,  grantee,  or 
other  imrtlcipant  in  programs  sponsored 
by  the  Department  fails  to  pay  his  debts 
to  the  Department  within  a  reasonable 
time  after  demand,  the  fact  shall  be  re¬ 
ported  by  the  General  Counsel  to  the 
Director,  Office  of  Investigation,  who 
shall  place  such  defaulting  participant’s 
name  on  the  Department’s  list  of  de¬ 
barred,  susp>ended  and  Ineligible  con¬ 
tractors  and  grantees  and  the  imrticipant 
'vill  be  so  advised. 

(b)  The  failure  of  any  surety  to  honor 
Its  obligations  In  accordance  with  6 
U.S.C.  11  Is  to  be  reported  at  once  to 
the  General  Counsel  who  shall  so  advise 
the  Treasury  Department.  ITie  Treasury 
Department  will  notify  this  Department 
when  a  surety’s  certificate  of  authority 
to  do  business  with  the  Government  has 
been  revoked  or  forfeited.  ’ 

§  17..32  Standards  for  rollrrliuii  of 
riaims. 

(a)  Demond /or  payment.  Appropriate 
written  demands  shall  be  made  upon  the 
debtor  which  ^lall  include  Information 
relating  to  the  consequences  of  his  fail¬ 
ure  to  cooperate. 

(b)  Collection  by  offset.  Collection  by 
offset  will  be  administratively  under¬ 
taken  on  claims  which  are  liquidated  or 
certain  in  amotmt  in  every  instance 
where  this  is  feasible. 

(c)  Liquidation  of  collateral.  Where 
the  Department  holds  security  or  col¬ 
lateral  that  may  be  liquidated  and  the 
proceeds  applied  on  debts  due  it  through 
the  exercise  of  a  power  of  sale  in  the 
security  instrument  or  a  nonjudiclal  fore¬ 
closure,  such  procedures  should  be  fol¬ 
lowed  if  the  debtor  falls  to  pay  his  debt 
althin  a  reasonable  time  after  demand, 
unless  the  cost  of  disposing  of  the  col¬ 
lateral  will  be  disproportionate  to  its 
value  or  special  clrciunstances  require 
judicial  foreclosure. 

(d)  Collection  in  installments.  Claims 
with  accrued  interest  should  be  collected 
in  full  in  one  lump  sum  whenever  this  is 
possible.  However,  if  the  debtor  is  finan¬ 
cially  unable  to  pay  the  indebtedness  in 
one  lump  sum,  pajmient  may  be  accepted 
in  regular  installments. 

(e)  Interest.  Where  prejudgment  in¬ 
terest  is  not  mandated  by  statute,  con¬ 
tract  or  regulation,  the  interest  shall  be 
assessed  at  7  percent.  Prejudgment  in¬ 
terest  may  be  waived  as  an  inducement 
to  volxmtary  payment.  In  such  cases  de¬ 
mand  letters  should  inform  the  debtor 
that  prejudgment  interest  will  be  col¬ 
lected  if  suit  becomes  necessary.  When  a 
debt  is  paid  in  installments  and  interest 
is  collected,  installment  payments  will 
first  be  applied  to  the  payment  of  accrued 
interest  and  then  to  principwil  in  accord¬ 
ance  with  the  so-called  “U.S.  Rule”  un- 
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less  a  different  rule  is  prescribed  by 
statute,  contract  or  regulation.  Prejudg¬ 
ment  interest  shall  not  be  demanded  or 
collected  on  civil  penalty  and  forfeiture 
claims  unless  the  statute  under  which 
the  claim  arises  authorizes  the  collection 
of  such  interest. 

(f)  Omission  not  a  defense.  Failure  to 
comply  with  any  standard  prescribed  in 
4  CFR  Chapter  II  or  in  this  subpart 
shall  not  be  available  as  a  defense  to  any 
debtor. 

§  17..33  Slanilards  for  ruiiiproiiii»e  of 
claims. 

(a)  Compromise  offer.  An  offer  to  com¬ 
promise  may  be  accepted  (1)  if  there  is 
real  doubt  concerning  the  Department’s 
ability  to  prove  its  case  in  court  for  the 
full  amount  claimed;  (2)  if  the  cost  of 
collecting  the  claim  does  not  justify  the 
enforced  collection  of  the  full  amount; 
(3)  if  in  connection  with  statutory  penal¬ 
ties  or  forfeitures  established  as  an  aid 
U-  enforcement  and  to  compel  compli¬ 
ance,  the  Department’s  enforcement 
policy  will  be  adequately  served  by  ac¬ 
ceptance  of  the  sum  to  be  agreed  upon, 
or  (4)  for  other  reasons  deemed  valid  by 
the  General  Counsel  (or  other  designee) 
and  made  a  part  of  the  claim  record. 

(b)  Documentary  evidence  of  com¬ 
promise.  No  compromise  of  a  claim  shall 
be  final  or  binding  on  the  Department 
imless  it  is  in  writing  and  signed  by  the 
appropriate  officer  w'ho  has  authority  to 
compromise  the  claim  pursuant  to  this 
subpart. 

§  17..34  Slandardf)  for  suspension  or  ter- 
iiiinalion  of  collection  action. 

(a)  Suspension  of  collection  action. 
Collection  action  shall  be  suspended 
temporarily  on  a  claim  when  the  debtor 
cannot  be  located  after  diligent  effort  but 
there  is  reason  to  believe  that  future  col¬ 
lection  action  may  be  sufficiently  produc¬ 
tive  to  justify  periodic  review  and  action 
on  the  claim,  having  consideration  for  its 
size  and  the  amoimt  which  may  be  real¬ 
ized.  Collection  action  may  be  sus¬ 
pended  temporarily  on  a  claim  when  the 
debtor  owns  no  substantial  equity  in 
realty  and  is  presently  unable  to  make 
payment  on  the  Department’s  claim  or 
effect  a  compromise,  but  his  future  pros¬ 
pects  justify  retention  of  the  claim  for 
periodic  review  and  action  and  (1)  the 
applicable  statute  of  limitations  has  been 
tolled  or  started  anew  or  (2)  future  col¬ 
lection  can  be  effected  by  offset  notwith¬ 
standing  the  statue  of  limitations.  Sus¬ 
pension  as  to  a  particular  debtor  should 
not  defer  the  early  liquidation  of  secu¬ 
rity  for  the  debt. 

(b)  Termination  of  collection  action. 
Collection  action  may  be  terminated  and 
the  Dei>artment  file  closed  for  the  follow¬ 
ing  reasons;  (1)  No  substantial  amount 
can  be  collected;  (2)  the  debtor  cannot 
be  located;  (3)  the  cost  will  exceed  re¬ 
covery;  (4)  the  claim  is  legally  without 
merit;  or  (5)  the  claim  cannot  be  sub¬ 
stantiated  by  evidence. 

§  17.35  Referral  to  GAO  or  Juslire  De¬ 
partment. 

(a)  Claims  referred.  CHalms  which 
cannot  be  collected,  compromised,  or 


terminated  in  accordance  with  4  CFR 
Parts  101  to  105  will  be  referred  to  the 
General  Accounting  Office  in  accordance 
with  31  U.S.C.  71  or  to  the  Department 
of  Justice  if  this  Department  has  been 
granted  an  exception  from  referrals  to 
the  General  Accounting  Office.  Also,  if 
there  is  doubt  as  to  whether  collection 
action  should  be  suspended  or  termi¬ 
nated  on  a  claim,  the  claim  may  be  re¬ 
ferred  to  the  General  Accoimting  Office 
for  advice.  When  recovery  of  a  judg¬ 
ment  is  prerequisite  to  imposition  of  ad¬ 
ministrative  sanctions,  the  claim  may 
be  referred  to  the  Justice  Department 
for  litigation  even  though  termination 
of  collection  activity  might  otherwise  be 
considered. 

(b)  Prompt  referral.  Such  referrals 
shall  be  made  as  early  as  possible  con¬ 
sistent  with  aggressive  collection  action, 
and  in  any  event,  well  within  the  statute 
of  limitations  for  bringing  suit  against 
the  debtor. 

Subpart  C — Claims  Under  the  Military 

Personnel  and  Civilian  Employees’ 

Claims  Act  of  1964 

Authority:  The  provisions  of  this  Subpart 
C  Issued  under  sec.  3,  78  Stat.  767;  31  U.S.C. 
241;  sec.  7(d),  79  Stat.  670;  42  U.S.C.  3535(d). 

§17.40  .Scope  and  purpose. 

(a)  This  subpart  applies  to  all  claims 
filed  by  or  on  behalf  of  employees  of  the 
Department  of  Housing  and  Urban  De¬ 
velopment  for  loss  of  or  damage  to  per¬ 
sonal  property  which  occurs  incident  to 
their  service  with  HUD  under  the  Mili¬ 
tary  Personnel  and  Civilian  Employees’ 
Claims  Act  of  1964.  A  claim  must  be  sub¬ 
stantiated  and  the  possession  of  the 
property  determined  to  be  reasonable, 
useful,  or  proper.  The  maximum  amount 
that  can  be  paid  under  any  claim  under 
the  Act  Is  $6,500  and  property  may  be  re¬ 
placed  in  kind  at  the  option  of  the  Gov¬ 
ernment.  Nothing  in  this  subpart  shall  be 
construed  to  bar  claims  payable  imder 
statutory  authority. 

(b)  HUD  is  not  an  Insurer  and  does 
not  underwrite  all  personal  property 
losses  that  an  employee  may  sustain. 
Employees  are  encouraged  to  carry  pri¬ 
vate  insurance  to  the  maximum  extent 
practicable  to  avoid  large  losses  or 
losses  which  may  not  be  recoverable  from 
HUD.  The  procedures  set  forth  in  this 
section  are  designed  to  enable  the  claim¬ 
ant  to  obtain  the  maximum  amount  of 
compensation  for  his  loss  or  damage. 
Failure  of  the  claimant  to  comply  with 
these  procedures  may  reduce  or  preclude 
payment  of  his  claim  under  this  subpart. 
§  17.41  Claimants. 

(a)  A  claim  pursuant  to  this  subpart 
may  only  be  made  by: 

( 1 )  An  employee  of  HUD. 

(2)  A  former  employee  of  HUD  whose 
claim  arises  out  of  an  Incident  occuring 
before  his  separation  from  HUD. 

(3)  Survivors  of  a  person  named  in 
subparagraph  (1)  or  (2)  of  this  para¬ 
graph,  in  the  following  order  of 
precedence: 
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(i)  Spouse. 

(il>  Children. 

( iii )  Father  or  mother,  or  both. 

(iv)  Brothers  or  sisters,  or  both. 

(4)  The  authorized  agent  or  legal  rep¬ 
resentative  of  a  person  named  in  sub- 
paragraphs  (1),  (2),  and  (3)  of  this 
paragraph. 

(b)  A  claim  may  not  be  presented  by 
or  for  the  benefit  of  a  subrogee,  assignee, 
conditional  vendor,  or  other  third  party. 

§  17.42  Time  limitations. 

A  claim  under  this  part  may  be  allowed 
only  if: 

(a)  Except  as  provided  in  paragraph 

(b)  of  this  section,  it  is  filed  in  writing 
within  2  years  after  accrual.  For  pur¬ 
poses  of  this  part,  a  claim  accrues  at  the 
time  of  the  accident  or  incident  causing 
the  loss  or  damage,  or  at  such  time  as 
the  loss  or  damage  should  have  been  dis¬ 
covered  by  the  claimant  by  the  exercise 
of  due  diligence. 

(b)  It  cannot  be  filed  within  the  time 
limits  of  paragraph  (a)  of  this  section, 
because  it  accrues  in  time  of  war  or  in 
time  of  armed  conflict  in  which  any 
armed  force  of  the  United  States  is  en¬ 
gaged  or  if  such  a  war  or  armed  confiict 
intervenes  within  2  years  after  it  accrues, 
and  if  good  cause  is  shown,  and  if  it  is 
filed  not  later  than  2  years  after  that 
cause  ceases  to  exist,  or  2  years  after  the 
war  or  armed  confiict  is  terminated, 
whichever  is  earlier. 

§17.43  .AIIoKiible  rliiiiiM. 

(a)  A  claim  may  be  allowed  only  if : 

( 1 )  The  damage  or  loss  was  not  caused 
wholly  or  partly,  by  the  negligent  or 
wrongful  act  of  the  claimant,  his  agent, 
the  members  of  his  family,  or  his  private 
employee  (the  standard  to  be  applied  is 
that  of  reasonable  care  under  the  cir¬ 
cumstances)  ;  and 

(2)  The  possession  of  the  property  lost 
or  damaged  and  the  quantity  possessed 
is  determined  to  have  been  reasonable, 
useful,  or  proper  under  the  circum¬ 
stances;  and 

(3)  The  claim  is  substantiated  by 
proper  and  convincing  evidence. 

(b)  Claims  which  are  otherwise  allow¬ 
able  under  this  part  shall  not  be  dis¬ 
allowed  solely  because  the  property  was 
not  in  the  possession  of  the  claimant  at 
the  time  of  the  damage  or  loss,  or  solely 
because  the  claimant  was  not  the  legal 
owner  of  the  property  for  which  the 
claim  is  made.  For  example,  borrowed 
property  may  be  the  subject  of  a  claim. 

(c)  Subject  to  the  conditions  in  para¬ 
graph  (a)  of  this  section,  and  the  other 
provisions  of  this  subpart,  any  claim  for 
damage  to,  or  loss  of,  personal  property 
incident  to  service  with  HUD  may  be 
considered  and  allowed.  The  following 
are  examples  of  the  principal  types  of 
claims  which  may  be  allowed,  but  these 
examples  are  not  exclusive  and  other 
types  of  claims  may  be  allowed,  imless 
excluded  by  SS  17.44  and  17.45: 

(1)  Property  loss  or  damage  in  quar¬ 
ters  or  other  authorized  places.  (Claims 
may  be  allowed  for  damage  to,  or  loss  of, 
property  arising  from  fire,  flood,  hurrl- 
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cane,  other  natural  disaster,  theft,  or 
other  unusual  occurrence,  while  such 
property  is  located  at: 

(1)  Quarters  within  the  50  States  or 
the  District  of  Columbia  that  were  as¬ 
signed  to  the  claimant  or  otherwise 
provided  in  kind  by  the  United  States; 

(ii)  Quarters  outside  the  50  States  and 
the  District  of  Columbia  that  were  oc¬ 
cupied  by  the  claimant,  whether  or  not 
they  were  assigned  or  otherwise  pro¬ 
vided  in  kind  by  the  Uirited  States,  ex¬ 
cept  when  the  claimant  is  a  civilian  em¬ 
ployee  who  is  a  local  inhabitant;  or 

(iii)  Any  warehouse,  office,  working 
area,  or  other  place  (except  quarters) 
authorized  or  apparently  authorized  for 
the  reception  or  storage  of  property. 

(2)  Transportation  or  travel  losses. 
Cfiaims  may  be  allowed  for  damage  to, 
or  loss  of,  property  incident  to  trans¬ 
portation  or  storage  pursuant  to  orders, 
or  in  connection  with  travel  under 
orders,  including  property  in  the  cus¬ 
tody  of  a  carrier,  an  agent  or  agency  of 
the  Government,  or  the  claimant. 

(3)  Mobile  homes.  Claims  may  be  al¬ 
lowed  for  damage  to,  or  loss  of,  mobile 
homes  and  their  contents  imder  the  pro¬ 
visions  of  subparagraph  (2)  of  this  para¬ 
graph  (c).  Claims  for  structural  dam¬ 
age  to  mobile  homes,  other  than  that 
caused  by  collision,  and  damage  to  con¬ 
tents  of  mobile  homes  resulting  from 
such  structural  damage,  must  contain 
conclusive  evidence  that  the  damage  was 
not  caused  by  structural  deficiency  of 
the  mobile  home  and  that  it  was  not 
overloaded.  Claims  for  damage  to,  or 
loss  of.  tires  mounted  on  mobile  homes 
will  not  be  allowed,  except  in  cases  of 
collision,  theft,  or  vandalism. 

(4)  Enemy  action  or  public  service. 
Claims  may  be  allowed  for  damage  to. 
or  loss  of,  property  as  a  direct  conse¬ 
quence  of; 

(1)  Enemy  action  or  threat  thereof,  or 
combat,  guerilla,  brigandage,  or  other 
belligerent  activity,  or  imjust  confcca- 
tion  by  a  foreign  power  or  its  nationals; 

(ii)  Action  by  the  claimant  to  quiet  a 
civil  disturbance  or  to  alleviate  a  public 
disaster;  or 

(iii)  Efforts  by  the  claimant  to  save 
human  life  or  Government  property, 

(5)  Property  used  for  benefit  of  the 
Government.  Claims  may  be  allowed  for 
damage  to,  or  loss  of,  property  when  used 
for  the  benefit  of  the  Government  at  the 
request  of,  or  with  the  knowledge  and 
consent  of,  superior  authority. 

(6)  Clothing  and  accessories.  Claims 
may  be  allowed  for  damage  to,  or  loss  of, 
clothing  or  accessories  customarily  worn 
on  the  person,  such  as  eyeglasses,  hearing 
aids,  or  dentures. 

§  17.41  RoHlriclions  on  certain  claims. 

Claims  of  the  type  described  In  this 
section  are  only  allowable  subject  to  the 
restrictions  noted : 

(a)  Money  or  currency.  Claims  may  be 
allowed  for  loss  of  money  or  currency 
only  when  lost  incident  to  fire.  Hood, 
hurricane,  other  natural  disaster,  or  by 
theft  from  quarters  (as  limited  by  para¬ 
graph  (a)  of  S  17.45).  In  Instances  of 
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theft  from  quarters,  it  must  be  conclu¬ 
sively  shown  that  the  quarters  were 
locked  at  the  time  of  the  theft.  Reim¬ 
bursement  for  loss  of  money  or  currency 
is  limited  to  an  amount  which  is  deter¬ 
mined  to  have  been  reasonable  for  the 
claimant  to  have  had  in  his  possession  at 
the  time  of  the  loss. 

(b)  Government  property.  Claims 
may  only  be  allowed  for  property  owned 
by  the  United  States  for  which  the 
claimant  is  financially  responsible  to 
any  agency  of  the  Government  other 
than  HUD. 

(c)  Estimate  fees.  Claims  may  include 
fees  paid  to  obtain  estimates  of  repair 
only  when  it  is  clear  that  an  estimate 
could  not  have  been  obtained  without 
paying  a  fee.  In  that  case,  the  fee  may 
be  allowed  only  In  an  amount  deter¬ 
mined  to  be  reasonable  in  relation  to 
the  value  of  the  property  or  the  cost 
of  the  repairs. 

(d)  Automobiles  and  other  motor  ve¬ 
hicles.  Claims  may  only  be  allowed  for 
damage  to,  or  loss  of,  automobiles  and 
other  motor  vehicles  if : 

(1)  Such  motor  vehicles  were  required 
to  be  used  for  official  Government  busi¬ 
ness  (official  Government  biisiness,  as 
used  here,  does  not  include  travel,  or 
parking  incident  thereto,  between  quar¬ 
ters  and  office,  or  use  of  vehicles  for  the 
convenience  of  the  owner.  However,  it 
does  include  travel,  and  parking  incident 
thereto,  between  quarters  and  assigned 
place  of  duty  specifically  authorized  by 
the  employee’s  supervisor  as  being  more 
advantageous  to  the  Government) ;  or 

(2)  Shipment  of  such  motor  vehicles 
was  being  furnished  or  provided  by  the 
Government,  subject  to  the  provisions  of 
§  17.46. 

§17.45  UnalloHuhIo  rluiiiis. 

Claims  are  not  allowable  for  the 
following : 

(a)  Unassigned  quarters  in  United 
States.  Property  loss  or  damage  in  quar¬ 
ters  occupied  by  the  claimant  within  the 
50  States  or  the  District  of  Columbia 
that  were  not  assigned  to  him  or  other¬ 
wise  provided  in  kind  by  the  United 
States. 

(b)  Business  property.  Property  used 
for  business  or  profit. 

(c)  Unserviceable  property.  Wornout 
or  unserviceable  property. 

(d)  Illegal  possession.  Property  ac¬ 
quired,  possessed,  or  transported  in  vio¬ 
lation  of  law  or  in  violation  of  applicable 
regulations  or  directives. 

(e)  Articles  of  extraordinary  value. 
Valuable  articles,  such  as  cameras, 
watches,  jewelry,  furs,  or  other  articles 
of  extraordinary  value,  when  shipped 
with  household  goods  or  as  unaccom¬ 
panied  baggage  (shipment  includes  stor¬ 
age).  This  prohibition  does  not  apply 
to  articles  in  the  personal  custody  of  the 
claimant  or  articles  properly  checked, 
provided  that  reasonable  protection  or 
security  measures  have  been  taken  by 
claimant. 

(f)  Minimum  amount.  Loss  or  damage 
amounting  to  less  than  $10. 
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S  17.46  Qaims  involving  carriers  or  in¬ 
surers. 

In  the  event  the  property  which  Is  the 
subject  of  a  clcdm  was  lost  or  damaged 
while  In  the  possession  of  a  carrier  or 
was  Insured,  the  following  procedures 
will  apply: 

(a)  Whenever  property  Is  damaged, 
lost,  or  destroyed  while  being  shipped 
pursuant  to  authorized  travel  orders,  the 
owner  mtist  file  a  written  claim  for  re¬ 
imbursement  with  the  last  commercial 
carrier  known  or  believed  to  have  han¬ 
dled  the  goods,  or  the  carrier  known  to 
be  In  possession  of  the  property  when  the 
damage  or  loss  occurred,  according  to 
the  terms  of  Its  bill  of  lading  or  con¬ 
tract,  before  submitting  a  claim  against 
the  Government  imder  this  subpart 

(1)  If  more  than  one  bill  of  lading  or 
contract  was  issued,  a  separate  demand 
should  be  made  against  the  last  carrier* 
on  each  such  document. 

(2)  The  demand  should  be  made 
within  9  months  of  the  date  that  de¬ 
livery  was  made,  or  within  9  months  of 
the  date  that  delivery  should  ordinarily 
have  been  made. 

(3)  If  it  is  apparent  that  the  damage 
or  loss  is  attributable  to  packing,  stor¬ 
age,  or  unpacking  while  in  the  custody  of 
the  Government,  no  demand  need  be 
made  against  the  carrier. 

(b)  Whenever  property  which  is  dam¬ 
aged.  lost,  or  destroyed  incident  to  the 
claimant’s  service  is  insured  in  whole  or 
in  part,  the  claimant  must  make  demand 
in  writing  against  the  insurer  for  reim¬ 
bursement  under  the  terms  and  condi¬ 
tions  of  the  insurance  coverage,  prior  to 
the  filing  of  the  concurrent  claim 
against  the  Government. 

(c)  Failure  to  make  a  demand  on  a 
carrier  or  insurer  or  to  make  all  reason¬ 
able  efforts  to  protect  and  prosecute 
rights  available  against  a  carrier  or  in¬ 
surer  and  to  collect  the  amount  recover¬ 
able  from  the  carrier  or  insurer  may 
result  in  reducing  the  amount  recover¬ 
able  from  the  Government  by  the  maxi¬ 
mum  amount  which  would  have  been 
recoverable  from  the  carrier  or  insurer, 
had  the  claim  been  timely  or  diligently 
prosecuted.  However,  no  deduction  will 
be  made  where  the  circumstances  of  the 
claimant’s  service  preclude  reasonable 
filing  of  such  a  claim  or  diligent  prosecu¬ 
tion,  or  the  evidence  indicates  a  demand 
was  impracticable  or  would  have  been 
unavailing. 

(d)  Following  the  submission  of  the 
claim  against  the  carrier  or  insurer,  the 
claimant  may  immediately  submit  his 
claim  against  the  Government  in  accord¬ 
ance  with  the  provisions  of  this  subpart, 
without  waiting  until  either  final  ap¬ 
proval  or  denial  of  his  claim  is  made  by 
the  carrier  or  insurer. 

(1)  Upon  submitting  his  claim,  he  will 
certify  in  his  claim  that  he  has  or  has 
not  gained  any  recovery  frwn  a  carrier 
or  insurer,  and  enclose  all  correspondence 
pertinent  thereto. 

(2)  If  final  action  has  not  been  taken 
by  the  carrier  or  insurer  on  his  claim,  he 
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will  immediately  notify  them  to  address 
all  correspondence  in  regard  to  his  claim 
to  him.  In  care  of  the  General  Counsel 
of  HUD. 

(3)  The  claimant  shall  advise  the 
General  Counsel  of  any  action  taken  by 
the  carrier  or  insurer  on  his  claim  and 
upon  request  shall  furnish  all  corre¬ 
spondence  documents,  and  other  evidence 
pertinent  to  the  matter. 

(e)  The  claimant  will  assign  to  the 
United  States  to  the  extent  of  any  pay¬ 
ment  on  his  claim  accepted  by  him,  all  his 
right,  title  and  interest  in  any  claim  he 
may  have  against  any  carrier,  insurer,  or 
other  party  arising  out  of  the  incident  on 
which  the  claim  against  the  United 
States  is  based.  After  payment  of  his 
claim  by  the  United  States,  the  claimant 
will,  upon  receipt  of  any  payment  from 
a  carrier  or  insurer,  pay  the  proceeds 
to  the  United  States  to  the  extent  of  the 
payment  received  by  him  from  the 
United  States. 

(f )  Where  a  claimant  recovers  for  the 
loss  from  the  carrier  or  insurer  before 
his  claim  under  this  subpart  is  settled, 
the  amoimt  or  recovery  shall  be  applied 
to  his  claim  as  follows: 

(1)  When  the  amount  recovered  from 
a  carrier,  insurer,  or  other  third  party 
is  greater  than  or  equal  to  the  claimant’s 
total  loss  as  determined  under  this  part, 
no  compensation  is  allowable  imder  this 
part. 

(2)  When  the  amount  recovered  is  less 
than  such  total  loss,  the  allowable 
amount  Is  determined  by  deducting  the 
recovery  from  the  amoimt  of  such  total 
loss. 

(3)  For  the  purpose  of  this  paragraph 
(f)  the  claimant’s  total  loss  Is  to  be  de¬ 
termined  without  regard  to  the  $6,500 
maximum  set  forth  above.  However,  if 
the  resulting  amount,  after  making  this 
deduction,  exceeds  $6,500,  the  claimant 
will  be  allowed  only  $6,500. 

§  17.47  Settlement  of  rlaims. 

(a)  ’The  General  Counsel,  HUD,  is 
authorized  to  settle  (consider,  ascertain, 
adjust,  determine,  and  dispose  of. 
whether  by  full  or  partial  allowance  or 
disallowance)  any  claim  under  this 
subpart. 

(b)  The  General  Counsel  may  formu¬ 
late  such  procedures  and  make  such  re- 
delegations  as  may  be  required  to  fulfill 
the  objectives  of  this  subpart. 

(c)  Hie  General  Counsel  shall  con¬ 
duct  such  investigation  as  may  be  ap¬ 
propriate  in  order  to  determine  the 
validity  of  a  claim. 

(d)  The  General  Counsel  shall  notify 
a  claimant  in  writing  of  action  taken  on 
his  claim,  and  if  partial  or  full  disallow¬ 
ance  is  made,  the  reasons  therefor. 

(e)  In  the  event  a  claim  submitted 
against  a  carrier  under  §  17.46  has  not 
been  settled  before  settlement  of  the 
claim  against  the  Government  pursuant 
to  this  subpart,  the  General  Counsel  shall 
notify  such  carrier  or  Insurei:  to  pay  the 
proceeds  of  the  claim  to  HUD  to  the 
extent  HUD  has  paid  such  to  claimant 
in  settlement. 


§  17.48  Computation  of  amount  of 
award. 

(a)  The  amount  allowed  for  damage  to 
or  loss  of  any  item  of  property  may  not 
exceed  the  cost  of  the  item  (either  the 
price  paid  in  cash  or  property,  or  the 
value  at  the  time  of  acquisition  if  not 
acquired  by  purchase  or  exchange) ; 
and  there  will  be  no  allowance  for  re¬ 
placement  cost  or  for  appreciation  in 
the  value  of  the  property.  Subject  to 
these  limitations,  the  amount  allowable 
is  either: 

(1)  The  depreciated  value,  immedi¬ 
ately  prior  to  the  loss  or  damage,  of  prop¬ 
erty  lost  or  damaged  beyond  economical 
repair,  less  any  salvage  value;  or 

(2)  The  reasonable  cost  of  repairs, 
when  property  is  economically  repairable, 
provided  that  the  cost  of  repairs  does  not 
exceed  the  amount  allowable  under  sub- 
paragraph  (1)  of  this  paragraph. 

(b)  Etepreciation  in  value  is  deter¬ 
mined  by  considering  the  type  of  article 
Involved,  its  cost,  its  condition  when 
damaged  or  lost,  and  the  time  elapsed 
between  the  date  of  acquisition  and  the 
date  of  damage  or  loss. 

(c)  Replacement  of  lost  or  damaged 
prwerty  may  be  made  in  kind  whenever 
appropriate. 

§  17.49  Attorney's  fees. 

No  more  than  10  per  centum  of  the 
amount  paid  in  settlement  of  each  indi¬ 
vidual  claim  submitted  and  settled  under 
this  subpart  shall  be  paid  or  delivered 
to  or  received  by  any  agent  or  attorney 
on  account  of  services  rendered  in  con¬ 
nection  with  tiiat  claim. 

§17.50  Qaims  procedures. 

(a)  Applicants  shall  file  claims  in  writ¬ 
ing  with  the  Graieral  Counsel,  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment,  Washingtem,  D.C.  20410. 

(b)  Each  written  claim  shall  contain, 
as  a  minimum — 

(1)  Name,  addi’ess,  place  of  employ¬ 
ment  of  claimant. 

(2)  Place  and  date  of  loss  or  damage. 

(3)  A  brief  statement  of  the  facts 
and  circumstances  surrounding  loss  or 
damage. 

(4)  Cost,  date,  and  place  of  acquisi¬ 
tion  of  each  piece  of  property  lost  or 
damaged. 

(5)  Two  Itemized  repair  estimates,  or 
value  estimates,  whichever  is  applicable. 

(6)  Copies  of  police  reports,  if 
applicable. 

(7)  With  respect  to  claims  involving 
thefts  or  losses  in  quarters  or  other  places 
where  the  property  was  reasonably  kept, 
a  statement  as  to  what  security  precau¬ 
tions  were  taken  to  protect  the  property 
involved. 

(8)  With  respect  to  claims  involving 
property  being  used  for  the  benefit  of 
the  Government,  a  statement  by  the 
employee’s  supervisor  evidencing  that  the 
claimant  was  required  to  provide  such 
property  or  that  his  providing  it  was  in 
the  interest  of  the  Government. 

(9)  Other  evidence  as  may  be  required 
by  the  General  Counsel. 
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PART  24— DEBARMENT,  SUSPENSION, 
AND  INELIGIBILITY  OF  CONTRAC¬ 
TORS  AND  GRANTEES 

800 

24.0  Policy. 

24.1  Scope. 

24.2  Authority. 

24.3  AppUoabUlty. 

24.4  Definitions. 

24.5  General. 

24.6  Establishment  and  maintenance  of 

lists  ot  contractors  and  grantees  de¬ 
barred,  8usi>ended,  declared  Ineligi¬ 
ble;  auxiliary  lists. 

24.7  Bases  for  entry. 

24  8  Treatment  to  be  aoomxled  contractors 
or  grantees  In  debarred,  suspended, 
or  Ineligible  status. 

24.9  Causes  and  conditions  applicable  to 

determination  of  debarment. 

24.10  Procedural  requirements  relating  to 

the  Imposition  of  debarment. 

24.11  Suspension. 

24.12  Causes  and  conditions  under  which 

contractors  or  grantees  may  be 
suspended. 

24.13  Period  and  scope  of  suspension. 

24.14  Restrictions  during  period  of 

suspension. 

24.15  Notice  of  suspension. 

Authoritt:  The  provisions  of  this  Part  24 
Issued  under  sec.  7(d) ,  79  Stat.  670;  42  U.S.C. 
3536(d). 

§  24.0  Polky. 

(a)  In  order  that  this  Department  may 
realize  the  goal  of  a  decent  home  and  a 
suitable  living  environment  for  every 
American  family.  It  Is  necessary  that 
grants  and  contracts  awarded  by  the  De¬ 
partment  and  by  those  entities  with 
whom  It  does  business  be  made  only  to 
those  contractors  and  grantees  which 
can  demonstrate  that  Government  funds 
will  be  properly  utilized.  Department 
policy  requires,  therefore,  that  awards 
may  be  made  only  to  responsible  con¬ 
tractors  and  grantees.  In  evaluating  past 
performance  of  participants  in  programs 
administered  by  the  Department,  as  well 
as  other  relevant  aspects  of  the  record 
and  status  of  the  participants,  the  cri¬ 
teria  for  debarment  and  suspension  shall 
be  uniform, 

(b)  It  is  recognized  that  each  IDepart- 
ment  office  requires  certain  latitude  to 
function  effectively  in  this  area.  Each 
office  may  accordingly  implement  these 
regulations  by  appropriate  guidelines 
which  presciil^  auxiliary  procedures  not 
inconsistent  with  this  part  and  which 
have  been  approved,  "prior  to  adoption, 
by  the  Office  of  General  Counsel. 

§  24.1  .Srope. 

This  pert  prescribes  procedures  re¬ 
lating  to: 

(a)  The  debarment  of  contractors  and 
grantees  for  cause; 

(b)  The  suspension  of  contractors  and 
grantees  for  cause  imder  prescribed 
conditions; 

(c)  The  placement  of  contractors  and 
grantees  In  ineligibility  status  when  they 
are  Included  In  lists  which  make  their 
participation  in  federally  assisted  pro¬ 
grams  Illegal; 

(d)  Use  of  Adverse  Information  Re¬ 
ports  to  Identify  contractors  and  grantees 


having  unfavorable  performance  rec¬ 
ords;  and 

(e)  Reconsideration  of  debarment  and 
suspension. 

§  24.2  Authority. 

This  part  Is  Issued  under  section 
7(d)  of  the  Department  of  Housing  and 
Urban  Development  Act  (42  U.S.C. 
3535(d)). 

§  24.3  Applicability. 

(a)  This  part  applies  to  (1)  con¬ 
tracts  In  accordance  with  41  CFR,  Chap¬ 
ter  I,  for  procurement  of  property,  non¬ 
personal  services  (including  construc¬ 
tion),  and  personal  services  (41  CFR 
§  1-3.204) ;  (2)  HUD  assisted  contracts; 
(3)  public  and  private  organizations  and 
Individuals  who  are  contractors  with  or 
grantees  of  the  Department  and  to  all 
who  receive  HUD  ftmds  from  such  con¬ 
tractors  or  grantees;  (4)  and  partici¬ 
pants,  or  contractors  with  participants, 
in  programs  where  HUD  is  the  guarantor 
or  insurer. 

(b)  TTiis  part  does  not  apply  to  (1) 
contracts  with,  or  grants  made  to,  owners 
or  occupants  of  real  property  in  connec¬ 
tion  with  the  acquisition  of  such  real 
property,  or  any  interest  therein,  by  a 
public. entity  for  a  HUD  assisted  program 
or  project  where  such  entity  possesses 
the  power  of  eminent  domain;  or  (2)  re¬ 
location  payments. 

§  24.4  Definitioiui. 

(a)  “Debarment”  means,  in  general, 
an  exclusion  from  participation  in  HUD 
programs  for  a  reasonable,  specified  pe¬ 
riod  of  time  commensurate  with  the  seri¬ 
ousness  of  the  offense  or  failure,  or  the 
inadequacy  of  performance.  However,  in 
connection  with  Executive  Order  11246 
on  Equal  Employment  Opportimity,  the 
term  debarment  also  means  an  exclusion 
from  contracting  or  subcontracting  for 
an  indefinite  period  of  time  pending  the 
elimination  of  the  circumstances  for 
which  the  exclusion  was  imposed. 

(b)  “Suspension”  means  a  disqualifi¬ 
cation  from  participation  in  HUD  pro¬ 
grams  for  a  temporary  period  of  time 
because  a  contractor  or  grantee  is 
suspected  upen  adequate  evidence  of 
engaging  in  criminal,  fraudulent,  or 
seriously  improper  conduct. 

(c)  “Placement  in  ineligibility  status” 
means  a  disqualification  from  participa¬ 
tion  in  HUD  programs  pending  the  elim¬ 
ination  of  the  circumstances  which  con¬ 
stitute  the  basis  for  impasitlon  of  the 
disqualification. 

(d)  “Affiliates.”  Business  concerns  are 
affiliates  of  each  other  when  either  di¬ 
rectly  or  indirectly  one  concern  or  indi¬ 
vidual  controls  or  has  the  p>ower  to 
control  another,  or  when  a  third  party 
controls  or  has  the  px)wer  to  control  both. 

(e)  “Consolidated  List.”  A  list  of  all 
contractors  and  grantees  against  whom 
any  or  all  of  the  measures  referred  to  in 
this  part  have  been  invoked.  It  includes 
past  pterformance  data  and  the  status  of 
participant  on  any  debarment,  susp>en- 
sion,  or  ineligibility  list. 

(f)  “Adverse  Information  Report.”  A 
record  of  contractors  and  grantees  whose 


I)erformance  has  been  unsatisfactory 
under  auxiliary  procedures  established 
by  the  offices  of  the  Assistant  Secretaries, 

(g)  “Contractors  or  grantees.”  Indi¬ 
viduals  and  public  or  private  organiza¬ 
tions  that  are  direct  recipients  of  HUD 
funds  or  that  receive  HUD  fxmds  indi¬ 
rectly  through  non -Federal  sources;  all 
participants,  or  contractors  with  partici¬ 
pants,  in  programs  where  HUD  is  the 
guarantor  or  insurer;  and  Federally  as¬ 
sisted  construction  contractors. 

(h)  “Financial  assistance.”  Assistance 
through  grant  or  contractual  arrange¬ 
ments;  assistance  in  the  form  of  loans, 
loan  guarantees  or  insurance;  and  in  ad¬ 
dition,  award  of  procurement  contracts, 
notwithstanding  any  quid  pro  quo  given. 

§  24.5  General. 

(a)  Debarment,  susp>ension,  and  place¬ 
ment  in  ineligible  status  are  measures 
which  may  be  invoked  by  offices  of  the 
Department  either  to  exclude  or  to  dis¬ 
qualify  contractors  and  grantees  from 
participation  in  Dep>artment  pnograms. 
These  measures  shall  be  used  for  the  pur¬ 
pose  of  protecting  the  public  and  are  not 
for  punitive  purposes.  To  assure  the  De¬ 
partment  of  benefits  to  be  derived  from 
the  full  and  free  comp>etition  of  inter¬ 
ested  contractors  and  grantees,  these 
measures  should  not  be  instituted  for  any 
time  longer  than  deemed  necessary,  and 
should  generally  preclude  awards  only 
for  the  duration  of  the  period  of 
nonresponsibility. 

(b)  Department  action  to  exclude  or 
to  disqualify  contractors  and  grantees 
from  participation  in  its  programs,  or 
to  reconsider  such  measures,  shall  be 
based  up>on  all  available  relevant  facts. 
Department  investigation  required  to 
elicit  such  facts  and  related  evidence 
shall  be  conducted  by  the  Office  of  In¬ 
vestigation  or  by  such  other  office  as  has 
been  assigned  investigative  authority. 

(c)  In  any  instance  where  Depart¬ 
ment  action  under  these  regulations  re¬ 
sults  in  an  applicant's  being  denied 
financial  assistance  on  the  basis  of  his 
previous  conduct  with  the  Department, 
the  applicant  is  entitled  to  a  hearing  In 
accordance  with  paragraphs  (b)  (2)  and 
(3)  of  S  24.10  regar^ess  of  the  pro¬ 
cedure  which  has  been  applied  to  effect 
such  denial:  Provided,  That  the  appli¬ 
cant  has  exhausted  all  other  available 
procedures  for  reinstatement  with  re¬ 
spect  to  the  program  under  w’hlch 
assistance  was  denied. 

(d)  Where  an  Assistant  Secretary  has 
authority  imder  this  p>art  to  act  or  make 
a  determination,  he  may  delegate  all  or 
p>art  of  this  authority. 

§  21.6  Kstahlislinirnt  and  niaiiiltMianco 
of  lists  of  ronirarlors  and  granlpew 
«lrl>arrrd,  fiiisprndcMl,  dr<-larrd  iiicli- 
gilde;  auxiliary  liHl.s. 

(a)  The  Director,  Office  of  Investiga¬ 
tion,  shall  be  responsible  for  maintenance 
and  consolidation  of  Department  lists 
relating  to  debarment,  suspension,  and 
ineligibility  and  any  Adverse  Informa¬ 
tion  Reports  furnished  by  the  Assistant 
Secretaries,  He  shall  further  maintain 
debarment  lists  of  other  (jovernment 
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agencies  which  this  Department  is  re¬ 
quired  by  law  and  Executive  order  to 
observe. 

<b)  Each  Assistant  Secretary  shall  ad¬ 
vise  the  Director,  Office  of  Investigation, 
of  additions  or  deletions  to  be  made  in 
the  lists  maintained  by  the  Office  of  In¬ 
vestigation.  Such  lists  shall  be  periodi¬ 
cally  reviewed  by  the  General  Counsel 
to  assure  that  the  criteria,  procedures, 
and  standards  included  in  these  regula¬ 
tions  are  observed. 

(c)  The  Director,  Office  of  Investiga¬ 
tion,  shall,  in  cooperation  with  the  of¬ 
fices  of  the  Department  and  the  Office 
of  ADP  Systems  Management  and  Op¬ 
erations,  establish  automative  proce¬ 
dures  for  assuring  that  effective  and 
timely  reference  checks  may  be  made  by 
designated  officials. 

id)  The  General  Counsel,  in  cooper¬ 
ation  with  the  Assistant  Secretaries, 
shall  determine  the  necessity  for  and 
degree  of  restriction  imposed  on  circu¬ 
lation  to  non-Federal  entities  of  the  lists 
maintained  by  the  Office  of  Investiga¬ 
tion  and  correspondence  relating  to  such 
lists.  If  the  General  Counsel  determines 
a  list  shall  be  so  restricted,  the  Director, 
Office  of  Investigation,  shall  establish 
rules  for  handling  such  list.  Lists  shall 
be  marked  “For  Official  Use  Only.” 

(e)  All  lists  shall  be  kept  current.  Pro¬ 
cedures  for  issuance  of  notices  of  addi¬ 
tions  and  deletions  shall  be  established 
by  the  Director,  Office  of  Investigation, 
in  cooperation  with  the  Office  of  ADP 
Systems  Msmagement  and  Operations. 
Each  Assistant  Secretary  shall  appoint 
a  liaison  officer  responsible  for  provid¬ 
ing  the  Office  of  Investigation  with  cur¬ 
rent  information. 

(f)  The  Consolidated  List  shall  show 
as  a  minimum  the  following  information 
where  applicable:  (1)  The  names  of 
those  contractors  and  grantees  debarred, 
suspended,  or  ineligible  (in  alphabetical 
order)  with  appropriate  cross  reference 
•where  more  than  one  name  is  involved 
in  a  single  transaction;  (2)  the  basis 
of  authority  for  each  action;  (3)  the  ex¬ 
tent  of  restrictions  imposed;  and  (4)  the 
termination  date  for  each  listing.  Within 
30  days  after  the  issuance  of  these  regu¬ 
lations,  each  Assistant  Secretary  shall 
transmit  to  the  Director,  Office  of  In¬ 
vestigation,  any  debarment,  suspension 
and  ineligiblity  lists  (including  the 
above-mentioned  information)  which 
relate  to  his  program  area. 

(g)  The  Director,  Office  of  Investiga¬ 
tion,  shall  arrange  for  reproduction  and 
distribution  of  the  Consolidated  List. 
Publication  shall  be  in  accordance  with 
entries  made  under  §  24.7.  Distri¬ 
bution  of  such  list  among  Department 
employees  shall  be  made  to  those  whose 
duties  require  access  to  the  list  as  author¬ 
ized  by  the  Assistant  Secretaries  having 
respective  jurisdiction  of  such  employees. 
Names  and  dates  of  debarment,  suspen¬ 
sion,  or  ineligibility  contained  in  the 
Consolidated  List  will  be  available  upon 
request  to  those  who  require  such  infor¬ 
mation  in  their  relations  with  contrac¬ 
tors  and  grantees;  further  information 
contained  in  such  list  shall  only  be  dis- 
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tributed  to  those  deemed  eligible  by  the 
General  Counsel  under  paragraph  (d) 
of  this  section. 

(h)  Procedures  for  submitting  re¬ 
quests  for  information  contained  in  the 
Consolidated  List  and  distribution  of 
such  information  shall  be  established  by 
the  Office  of  Investigation  in  cooperation 
with  the  Office  of  ADP  Systems  Manage¬ 
ment  and  Operations. 

(i)  Following  publication  of  these  reg¬ 
ulations  and  as  soon  as  practicable,  the 
Office  of  ADP  Systems  Managment  and 
Operations  shall  conduct  a  feasibility 
study  in  connection  with  the  inclusion  in 
the  ADP  system  of  information  con¬ 
tained  in  the  Consolidated  List. 

§21.7  Itax'h  for  rniry. 

Entry  shall  be  made  on  the  debarred, 
suspended,  and  ineligible  list  of  contrac¬ 
tors  and  grantees  on  the  following  bases: 

(а)  Those  listed  by  the  Comptroller 
General  in  accordance  with  the  provi¬ 
sions  of  section  3  of  the  Walsh-Healey 
Public  Contracts  Act  (41  U.S.C.  37), 
which  have  been  found  by  the  Secretary 
of  Labor  to  have  violated  any  of  the 
agreements  or  representations  required 
by  that  Act. 

<b)  Those  listed  by  the  Comptroller 
General  in  accordance  with  the  provi¬ 
sions  of  section  3  of  the  Davis-Bacon  Act 
(40  U.S.C.  276a-2(a)),  as  found  by  the 
Comptroller  General  to  have  violated 
said  Act. 

(c)  Tliose  listed  by  the  Comptroller 
General  in  accordance  with  the  provi¬ 
sions  of  Part  5,  §  5.6(b)  of  the  regula¬ 
tions  of  the  Secretary  of  Labor  issued 
pursuant  to  authority  granted  under  Re¬ 
organization  Plan  14  of  1950,  as  found 
by  the  Secretary  of  Labor  to  be  in  ag¬ 
gravated  or  willful  violation  of  the  pre¬ 
vailing  wage  or  overtime  pay  provision 
of  any  statutes  including  the  following: 

( I )  Davis-Bacon  Act  (40  U.S.C.  276a ) . 

(2>  Anti-Kickback  Act  (18  U.S.C.  874, 

40  U.S.C.276  b,c). 

(3)  The  Contract  Work  Hours  and 
Safety  Standards  Act  (40  U.S.C.  327- 
330). 

(4)  National  Housing  Act  (12  U.S.C. 
1703). 

< 5) Hospital  Survey  and  Construction 
Act  (42  U.S.C.  291). 

(б)  Airport  and  Airway  Development 
Act  of  1970  (49  U.S.C.  1701). 

(7)  Housing  Act  of  1949  (42  U.S.C. 
1401). 

<8)  School  Survey  and  Construction 
Act  of  1950  (20  U.S.C.  251) . 

<9)  Defense  Housing  and  Community 
Facilities  and  Services  Act  of  1951  (42 
U.S.C.  1501,  1591). 

(10)  Federal  Civil  Defense  Act  of  1950 
(50  App.  U.S.C.  2281(1)). 

(II)  Area  Redevelopment  Act  of  1961 
(42  U.S.C.  2518). 

(12)  Delaware  River  Basin  Compact 
(sec.  15.1,  75Stat.  714). 

(13)  Health  Professions  Educational 
As.sistance  Act  of  1963  (sec.  721;  77  Stat. 
167). 

(14)  Mental  Retardation  Facilities 
Construction  Act  (secs.  101,  122,  135,  77 
Stat.  282,  284,  288). 


(15)  Community  Mental  Health  Cen¬ 
ters  Act  (sec.  205,  77  Stat.  292) . 

(d)  Those  debarred  by  the  Secretary 
of  Labor,  or  by  the  Secretary  of  this 
Department  with  the  approval  of  the 
Secretary  of  Labor,  under  Executive 
Order  11246  as  amended  by  Executive 
Order  11375  on  Equal  Employment  Op- 
ixjrtunity  from  participation  in  Govern¬ 
ment,  or  federally  assisted  construction, 
contracting  or  subcontracting  by  reason 
of  noncompliance  with  the  Equal  Oppor¬ 
tunity  clause. 

(e)  Those  the  Department  has  deter¬ 
mined  to  debar  or  suspend  for  cause 
under  the  conditions  and  procedures  set 
forth  in  §§  24.9  and  24.10. 

(f)  Those  determined  by  an  executive 
agency  in  accordance  with  section  3(b) 
of  the  Buy  American  Act  (41  U.S.C.  10b 
(b) )  to  have  failed  to  comply  with  the 
provisions  of  section  3(a)  of  that  Act 
under  any  contract  containing  the  spe¬ 
cific  provision  required  by  said  section 
3(a)  and  made  by  the  agency  for  con¬ 
struction,  alteration,  or  repair  of  any 
public  building  or  public  work. 

(g)  Those  found  by  the  Secretary  of 
Labor  to  have  breached  an  agreement 
or  representation  that  they  are  “manu- 
factiu-ers”  or  “regular  dealers”  within 
the  meaning  of  section  1(a)  of  the 
Walsh-Healey  Public  Contracts  Act  (41 
U.S.C.  35(a))  unless  the  Secretary  of 
Labor  has  otherwise  recommended  under 
section  3  of  such  Act. 

(h)  Those  who  have  failed  to  pay 
their  debts  to  the  Department  within  a 
reasonable  period  of  time  after  a  writ¬ 
ten  demand  for  payment  has  been  made 
in  accordance  with  4  CFR  Part  102, 
Standards  for  the  Administrative  Col¬ 
lection  of  Claims  and  implementing  HUD 
regulations  in  Part  17  of  this  subtitle. 

§21.8  Troaliiienl  |4>  W  accorded  coii- 
lru4'lorK  or  graiilees  in  debarred,  sii.s* 
pended,  or  ineligible  .'<lalus. 

Contractors  or  grantees  listed  as  de¬ 
barred,  suspended,  or  ineligible  shall  be 
treated  as  follows: 

(a)  Total  restrictions.  Department 
funds  shall  not  be  expended  for  finan¬ 
cial  assistance  to  a  contractor  or  grantee 
that  is  listed  on  the  basis  of  §  24.7 
(a),  (b),  (d),  or  (e) ;  §  24.9(a)  (1), 
(2),  (3),  (4),  (5),  (6),  or  (8) ;  or  to  any 
concern,  corporation,  partnership,  or  as¬ 
sociation  in  which  the  former  contractor 
or  grantee  has  a  substantial  interest,  nor 
shall  bids  or  proposals  be  solicited  there¬ 
from.  (Promded,  under  section  303(b)  (2) 
of  Executive  Order  11246,  debarment  of 
an  applicant  is  limited  to  the  program 
with  respect  to  which  the  noncompliance 
occurred.) 

(b)  Restrictions  under  statutes  desig¬ 
nated  in  the  regulations  of  the  Secretary 
of  Labor.  A  contractor  listed  on  the  basis 
of  5  24.7(c),  or  any  concern,  cor¬ 
poration,  partnership,  or  association  in 
which  such  contractor  has  a  controlling 
Interest,  shall  be  ineligible  for  a  period 
of  3  years  (from  the  date  of  publication 
by  the  Comptroller  General)  to  partici¬ 
pate  in  any  contracts  subject  to  any  of 
the  statutes  listed  in  §  24.7. 
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(c)  Buy  American  Act  restrictions.  As 
specified  In  the  Buy  American  Act  (41 
U.S.C.  lOb(b)),  contracts  supported  by 
Department  funds  shall  not  be  awarded 
to  contractors  and  grantees  listed  on  the 
basis  of  i  24.7(f)  for  construction, 
alteration,  or  repair  of  public  works  in 
the  continental  United  States  or  else¬ 
where. 

(d)  Ineligibility  restrictions  of  the 
Walsh-Healey  Act.  Contracts  supported 
by  Department  funds  shall  not  be 
awarded  to  a  contractor  or  grantee  in 
any  amount  exceeding  $10,000  for  those 
materials,  supplies,  articles,  or  equip¬ 
ment  with  respect  to  which  the  contrac¬ 
tor  or  grantee  has  geen  found  to  be  in¬ 
eligible  to  be  awarded  a  contract  by  the 
Secretary  of  Labor,  as  provided  in 
§  24.7  (g) .  However,  contractors  or  grant¬ 
ees  on  this  basis  may,  in  the  discretion 
of  the  Department,  be  awarded  such  con¬ 
tracts  and  may  be  solicited  for  bids  or 
proposals,  for  (1)  such  materials,  sup¬ 
plies,  articles,  or  equipment  when  the 
amount  does  not  exceed  $10,000;  (2) 
services  regardless  of  amount;  and  (3) 
commodities  in  which  the  contractor  or 
grantee  has  not  been  declared  ineligible, 
regardless  of  amount. 

(e)  Restrictions  on  subcontracting. 
Where  a  contractor  or  grantee  listed  on 
the  debarred  bidders’  list  is  proposed  as  a 
subcontractor,  the  contracting  oflicer  or 
program  officer  should  decline  to  ap¬ 
prove  subcontracting  with  that  contrac¬ 
tor  or  grantee  unless  it  is  determined  by 
the  D^jartment  to  be  in  the  best  inter¬ 
est  of  the  Clovemment  to  do  so.  Such 
determination  shall  in  no  event  be  made 
in  the  case  of  debarment  imder  §24.7(d) . 

§  21.9  Canties  and  ronditinns  uppUealile 
to  delerniinutioii  of  deliarinenl. 

Subject  to  the  following  conditions,  the 
Department  may  debar  a  contractor  or 
grantee  in  the  public  Interest  for  any  of 
the  following  causes: 

(a)  Causes.  (1)  Conviction  for  com¬ 
mission  of  a  criminal  offense  as  an  in¬ 
cident  to  obtaining  or  attempting  to  ob¬ 
tain  a  public  or  private  contract,  or  sub¬ 
contract  thereunder,  or  in  the  perform¬ 
ance  of  such  contract  or  subcontract. 

(2)  Conviction  under  the  Federal 
Antitrust  Statutes  arising  out  of  the  sub¬ 
mission  of  bids  or  proposals. 

(3)  Violation  of  contract  provisions, 
as  set  forth  below,  of  a  character  which 
is  regarded  by  the  Department  to  be  so 
serious  as  to  Justify  debarment  action: 

(I)  Willful  failure  to  perform  in  ac¬ 
cordance  with  the  specifications  or  with¬ 
in  the  time  limit  provided  in  the  contract. 

(II)  A  record  of  failure  to  perform,  or 
of  xmsatlsfactory  performance,  in  ac¬ 
cordance  with  the  terms  of  one  or  more 
contracts:  Provided,  That  such  failure  or 
unsatisfactory  performance  has  occurred 
within  a  reasonable  period  of  time  pre¬ 
ceding  the  determination  to  debar.  Fail¬ 
ure  to  perform  or  unsatisfactory  per¬ 
formance  caused  by  acts  beyond  the  con¬ 
trol  of  the  firm  or  individual  as  a  con¬ 
tractor  shall  not  be  considered  to  be  a 
basis  for  debarment. 

(ill)  Violation  of  the  contractual  pro¬ 
vision  against  contingent  fees. 
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(iv)  Acceptance  of  a  contingent  fee, 
which  is  paid  in  violation  of  the 
contractual  provision  against  contingent 
fees. 

(V)  Violation  of  the  contractual  pro¬ 
vision  requiring  affirmative  action  to 
provide  equal  opportunity  in  the  par¬ 
ticipant’s  own  employment  practices. 

(4)  Any  other  cause  of  such  serioiis 
compelling  nature,  affecting  responsi¬ 
bility,  as  may  be  determined  in  writing 
by  the  Secretary  or  his  duly  authorized 
representative  to  warrant  debarment. 
Such  determination  shall  clearly  demon¬ 
strate  that  participation  by  the  contrac¬ 
tor  or  grantee  would  be  harmful  to  the 
best  interests  of  the  public. 

(5)  Debarment  by  some  other  execu¬ 
tive  agency. 

(6)  Those  debarred  by  procedures 
prescribed  by  section  512  of  the  National 
Housing  Act. 

(7)  ’Those  foimd  by  the  Secreta^, 
after  hearing  and.  in  accordance  with 
procedural  requirements  of  implement¬ 
ing  regulations,  to  have  violated  title  VI 
of  the  Cdvil  Rights  Act  of  1964.  (Title  VI 
and  Implementing  regulations  limit  a 
withholding  of  financial  assistance  to  the 
particular  program,  or  part  thereof, 
where  the  noncompliance  occurred.) 

(8)  Those  found  by  the  Secretary  to 
have  violated  any  rule,  regulation,  or 
procedure  issued  or  adopted  pursuant  to 
Executive  Order  11063,  or  any  nondis¬ 
crimination  provision  included  in  any 
agreement  or  contract  pursuant  to  any 
such  rule,  regulation,  or  procedure. 

(b)  Conditions.  (1)  Debarment  for 
any  of  the  causes  set  forth  in  paragraph 
(a)  of  this  section  shall  be  made  only 
upon  approval  of  the  Secretary  or  his 
duly  authorized  representative. 

(2)  The  existence  of  any  of  the  causes 
set  forth  tn  paragraph  (a)  of  this 
section  does  not  necessarily  require 
that  a  contractor  or  grantee  be  debarred. 
In  each  instance,  whether  the  offense  or 
failure,  or  inadequacy  of  performance,  be 
of  a  criminal,  fraudulent,  or  other  serious 
nature,  the  decision  to  debar  shall  be 
made  within  the  discretion  of  the  De¬ 
partment  and  shall  be  rendered  in  the 
best  Interests  of  the  Government.  Like¬ 
wise,  aU  mitigating  factors  may  be  con¬ 
sidered  in  determining  the  seriousness  of 
the  offense,  failure  or  inadequacy  of  per¬ 
formance,  and  in  deciding  whether 
debarment  is  warranted. 

(3)  The  existence  of  a  cause  set  forth 
in  paragraph  (a)  (1)  and  (2)  of  this 
section  sh^  be  established  by  crimi¬ 
nal  conviction  by  a  court  of  competent 
jurisdiction.  In  the  event  that  an  appeal 
taken  from  such  conviction  results  in  a 
reversal  of  the  conviction,  the  debar¬ 
ment  shall  be  removed  upon  the  party’s 
request  (unless  other  cause  for  delwir- 
ment  exists) . 

(4)  ’The  existence  of  a  cause  set  forth 
In  paragraph  (a)  (3)  and  (4)  of  this 
section  shall  be  established  upon  the 
evidence  presented  as  determined  by  the 
Department  and  consistent  with 
pertinent  statutes  and  regulations. 

(5)  Debarment  for  the  cause  set  forth 
In  paragrai^  (a)  (5)  of  this  section 
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(debarment  by  another  agency)  shall  be 
proper  provided  that  one  of  the  causes 
for  debarment  set  forth  in  paragraph 
(a)  (1)  through  (4)  of  this  section 
was  the  basis  for  debarment  by  the  origi¬ 
nal  debarring  agency.  Such  debarment 
may  be  based  entirely  on  the  record  of 
facts  obtained  by  the  original  debarring 
agency,  or  upon  a  combination  of  such 
facts  and  additional  facts. 

(c)  Period  of  debarment.  (1)  Debar¬ 
ment  of  a  contractor  or'  grantee  for 
causes  other  than  failure  to  comply  with 
the  provisions  of  Executive  Order  11246 
on  Equal  Employment  Opportimity  (see 
5  24.7(d)),  or  with  tiUe  VI  of  the 
Civil  Rights  Act  of  1964  (see  paragraph 
(a)(7)  of  this  section),  shall  be  as  a 
general  rule  for  a  period  not  to  exceed 
3  years.  However,  when  debarment 
for  an  additional  period  is  deemed  nece.s- 
sary  by  the  appropriate  Assistant  Secre¬ 
tary  to  protect  Department  interests  and 
is  consistent  with  applicable  law,  notice 
of  the  proposed  additional  debarment 
shall  be  furnished  to  that  contractor  or 
grantee  in  accordance  with  §24.10. 
Except  as  otherwise  provided  by  statute, 
a  debarment  may  be  removed  or  the 
period  thereof  may  be  reduced  by  the 
appropriate  program  officer,  with  tlie 
approval  of  the  Assistant  Secretary,  upon 
the  submission  of  an  application,  sup¬ 
ported  by  documentary  evidence,  setting 
forth  appropriate  grounds  for  the  grant¬ 
ing  of  relief  such  as  newly  discovered 
material  evidence,  reversal  of  a  con¬ 
viction,  bona  fide  change  of  ownership 
or  management,  or  the  elimination  of 
the  causes  for  which  the  debarment  wa.s 
imposed. 

(2)  Debarment  of  an  organization  or 
Individual  for  failure  to  comply  with 
the  provisions  of  Executive  Order  11246 
on  Equal  Employment  Opportunity  or 
title  VI  of  the  Cffvil  Rights  Act  of  1964, 
shall  continue  until  removed  in  accord¬ 
ance  with  those  authorities  and  appli¬ 
cable  regulations. 

§  21.10  Prwetliiral  rcquiroiiiriils  n-Ial- 
ing  to  the  itnpo^sition  of  dobariiieiii. 

(a)  Initiation  of  debarment  action. 
When  the  Department  seeks  to  debar 
a  contractor  or  grantee  (or  any  affiliate 
thereof),  that  party  shall  be  served  with 
written  notice  by  registered  or  certified 
mail,  return  receipt  requested,  from  the 
program  officer  proposing  the  action: 
( 1 )  Stating  that  debarment  is  being  con¬ 
sidered,  (2)  setting  forth  the  reasons 
for  the  proposed  debarment,  and  (3)  in¬ 
dicating  that  such  party  will  be  accorded 
an  opportunity  for  a  hearing  if  he  so 
requests  within  10  days  from  his  receipt 
of  notice,  and  that  he  may  be  represented 
by  counsel. 

(b)  Hearing  request — (1)  Request  for 
hearing.  Any  contractor  or  grantee  that 
has  been  notified  of  a  proposed  action 
is  entitled  to  request  an  opportunity  to 
be  heard  and  to  be  represented  by  coun¬ 
sel.  A  hearing  request  shall  be  made  in 
writing  addressed  to  the  program  officer 
proposing  the  action.  If  at  the  end  of 
such  10-day  period  no  request  has  been 
received,  the  officer  may  assume  that 
an  opportimity  to  be  heard  is  not  desired. 
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and  may  proceed  to  make  a  final  deter¬ 
mination  and  so  notify  the  interested 
party. 

(2)  Hearing;  time  and  place.  Upon 
receipt  of  a  request  for  an  opportunity 
to  be  heard,  the  program  officer  shall 
arrange  a  timely  hearing.  Notice  of  the 
time  and  place  of  such  hearing  shall  be 
in  writing,  transmitted  by  registered  or 
certified  mail,  return  receipt  requested, 
and  shall  include  a  statement  indicating 
the  informal  nature  of  the  proceedings 
and  their  piupose.  It  shall  be  within  the 
discretion  of  the  appropriate  Assistant 
Secretary  to  determine  the  hearing  place. 

(3)  Determination.  Hearings  shall  be 
conducted  by  a  Hearing  Officer  of  the 
Department  who  shall  be  responsible  for 
the  fair  and  expeditious  conduct  of 
proceedings.  The  program  office  shall  be 
represented  by  the  General  Counsel  or 
his  designee.  A  record  shall  be  made  of 
the  proceeding  and  shall  be  made  avail¬ 
able  to  the  parties  upon  request.  After  the 
contractor  or  grantee  against  whom  ac¬ 
tion  Is  proposed  has  been  afforded  an 
opfwrtiuiity  to  be  heard,  the  Hearing 
Officer  shall  make  an  initial  written 
determination  on  the  evidence  presented. 
The  Hearing  Officer’s  determination 
shall  be  final  imless  reversed  or  modified 
within  30  days  by  the  appropriate  As¬ 
sistant  Secretary.  Each  determination 
shall  become  a  part  of  the  record.  Notice 
of  the  final  determination  shall  be  given 
in  writing,  signed  by  the  A.ssistant  Sec¬ 
retary,  and  transmitted  by  registered 
or  certified  mail,  return  receipt  requested. 
The  determination  shall  be  conclusive. 

(4)  Rescission  and  reinstatement.  Any 
contractor  or  grantee  debarred  from  the 
benefits  of  participation  may  in  writing 
request  reinstatement  any  time  after  6 
months  from  the  date  of  the  debarment 
determination.  The  procedures  for  rein¬ 
statement  are  substantially  similar  to 
those  invoked  in  the  initial  proceedings. 
However,  conduct  of  the  proceedings 
shall  be  the  responsibility  of  the  program 
officer.  His  determination  to  reinstate 
shall  be  subject  to  the  approval  of  the 
appropriate  Assistant  Secretary.  In 
reaching  his  determination  regarding  re¬ 
instatement,  the  program  officer  must  be 
satisfied  that  the  original  wrongful  act 
hsis  been  righted  and  also  be  persuaded 
from  the  assurances  of  the  party  con¬ 
cerned  that  he  imderstands  the  require¬ 
ments  of  the  statutes  and  the  adminis¬ 
trative  rules  and  regulations  and  that  he 
will  comply  with  them  in  the  future. 
When  a  debarment  has  been  rescinded,  a 
report  thereof  shall  be  forwarded  by  the 
program  officer  to  the  Director,  Office  of 
Investigation,  who  shall  forward  notice 
of  reinstatement  to  the  party  so 
reinstated. 

(c)  Hearing  Officers.  A  Hearing  Officer 
Panel  shall  be  established  and  shall  con¬ 
sist  of  not  less  than  six  attorneys  ap¬ 
pointed  by  the  General  Counsel  to  serve 
on  a  rotating  basis. 

(d)  Precedence  of  statutes  and  Execu¬ 
tive  orders.  Where  an  office  of  the  De¬ 
partment  is  required  by  statute  or  Execu¬ 
tive  order  to  follow  debarment  or  suspen¬ 
sion  procedures  that  may  differ  from  the 
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requirements  of  this  part,  the  statutory 
or  Executive  order  procedures  shall  take 
precedence.  The  appropriate  liaison  offi¬ 
cer  shall  provide  the  Director,  Office  of 
Investigation,  with  such  statutes  or 
Executive  orders  and  all  implementing 
materials. 

§^4.11 

Suspension  is  a  drastic  action  taken 
when  there  is  suspicion  of  fraud  or  other 
criminal  conduct  in  Government  business 
or  contractual  dealings  and,  as  such,  shall 
not  be  based  upon  an  unsupported  accu¬ 
sation.  A  contractor  or  grantee  is  sus¬ 
pended  pending  investigation  and  appro¬ 
priate  action  by  the  Department  of 
Justice.  In  assessing  whether  adequate 
evidence  exists  for  invoking  a  suspension, 
consideration  shall  be  given  to  the 
amount  of  credible  evidence  which  is 
available,  to  the  existence  or  absence  of 
corroboration  as  to  important  allega¬ 
tions,  as  well  as  to  the  Inferences  which 
may  properly  be  drawn  from  the  exist¬ 
ence  or  absence  of  affirmative  facts.  This 
assessment  shall  include  an  examination 
of  basic  documents,  such  as  contracts,  in¬ 
spection  reports,  and  correspondence.  A 
suspension  may  be  modified  whenever  it 
is  determined  to  be  in  the  interest  of  the 
Government  to  do  so. 

§24.12  C'.aiise«  aiul  rnndilioiis  iiiicirr 
wliirh  ronlrai'Utrs  or  gruiilecfi  may  he 
^uspen(le(l. 

(a)  The  Assistant  Secretaries  of  the 
Department  may,  in  the  interest  of  the 
Government,  suspend  a  contractor  or 
grantee: 

( 1 )  Suspected,  upon  adequate  evidence, 
of — 

(i>  Commission  of  fraud  or  a  criminal 
offense  as  an  incident  to  obtaining,  at¬ 
tempting  to  obtain,  or  in  the  perform¬ 
ance  of  a  public  contract;  or 

(ii)  Violation  of  the  Federal  antitrust 
statutes  arising  out  of  the  submission  of 
bids  and  proposals;  or 

(iii)  Commission  of  embezzlement, 
theft,  forgery,  bribery,  falsification  or  de¬ 
struction  of  records,  receiving  stolen 
property  or  any  other  offense  indicating 
a  lack  of  business  integrity  or  business 
honesty,  which  seriously  and  directly  af¬ 
fects  the  question  of  present  responsi¬ 
bility;  or 

(2)  For  other  causes  of  such  serious 
and  compelling  nature,  affecting  respon¬ 
sibility,  as  may  be  determined  in  WTiting 
by  the  Secretary  or  his  designee  to  war¬ 
rant  suspension.  The  determination  shall 
clearly  demonstrate  that  the  suspension 
is  in  the  best  interests  of  the  Department. 

(b)  A  suspension  invoked  by  another 
agency  for  any  of  the  causes  set  forth 
in  paragraph  (a)  (1)  and  (2)  of  this 
secticm  may  be  the  basis  for  the  im- 
PK>sition  of  a  concurrent  suspension  by 
the  Department. 

§  24.13  IVri<Mi  uiul  wope  of  siispon^ion. 

(a)  Period  of  susperision.  All  suspen¬ 
sions  shall  be  for  a  temporary  period 
pending  the  completion  of  an  investi¬ 
gation  and  such  legal  proceedings  as  may 
ensue.  In  cases  involving  suspected  vio¬ 
lations  of  Federal  law  where  prosecutive 


action  has  not  been  initiated  by  the  De¬ 
partment  of  Justice  within  12  months 
from  the  date  of  the  notice  of  suspension, 
the  suspension  shall  be  terminated  un¬ 
less  an  Assistant  Attorney  General  re¬ 
quests  continuance  of  the  suspension.  If 
such  a  request  is  received,  the  suspension 
may  be  continued  for  an  additional  6 
months.  Notice  of  the  proposed  removal 
of  the  suspension  shall  be  given  to  the 
Department  of  Justice  30  days  prior  to 
the  expiration  of  the  12 -month  period. 
In  no  event  shall  a  suspension  continue 
beyond  18  months  unless  prosecutive  ac¬ 
tion  has  been  initiated  within  that  period. 
Whenever  prosecutive  action  has  been 
initiated,  the  suspension  may  continue 
until  the  legal  proceedings  are  completed. 
Upon  removal  of  a  suspension,  considera¬ 
tion  may  be  given  to  debarment  in  ac¬ 
cordance  with  §  24.10. 

(b)  Scope  of  suspension.  (1)  Suspen¬ 
sion  may  include  all  known  affiliates  of  a 
contractor  or  grantee. 

(2)  A  decision  to  include  known  affili¬ 
ates  in  a  proposed  suspension  is  an  indi¬ 
vidual  determination  and,  as  such,  must 
be  made  on  a  case-by-case  basis.  Among 
the  factors  to  be  considered  in  making 
this  determination  are  (1)  likelihood  of 
the  affiliate’s  knowledge  of  or  participa¬ 
tion  in  the  suspected  improper  conduct, 
and  (ii)  the  impact  of  its  suspension  on 
Department  programs. 

(3)  The  criminal,  fraudulent,  or  other 
seriously  improper  conduct  of  an  individ¬ 
ual  may  be  imputed  to  the  organization 
with  which  he  is  connected  when  the  im¬ 
propriety  involved  was  performed  within 
the  course  of  his  official  duty,  or  w'illi 
knowledge  or  approval  of  the  organiza¬ 
tion. 

§21.14  Ko^lrirlion^i  during  period  of 
Mi.>>pcii>iuii. 

During  a  period  of  suspension  of  a 
contractor  or  grantee  the  following  pol¬ 
icies  and  procedures  shall  be  applicable: 

(a)  Bids  and  proposals  for  financial 
assistance  shall  not  be  solicited  from  sus¬ 
pended  contractors  or  grantees.  If  re¬ 
ceived,  bids  and  proposals  shall  not  be 
considered  and  awards  for  contracts 
shall  not  be  made  to  suspended  contrac¬ 
tors  or  grantees  unless  it  is  determined  by 
the  Department  to  be  in  the  best  interest 
of  the  Government.  A  determination  to 
consider  such  bids  and  make  such  awards 
shall  include  consideration  of  the  unique 
value  of  the  bidder’s  services  and  the  de¬ 
gree  to  which  the  suspected  improper 
conduct  reflects  upon  the  bidder’s  capac¬ 
ity  to  serve  the  Department. 

(b)  Suspended  contractors  will  be  sub¬ 
ject  to  the  provisions  of  §  24.8  re¬ 
garding  restrictions  on  subcontractors. 

§  24.15  Nolire  of  Mispensioii. 

(a)  Tlie  contractor  or  grantee  con¬ 
cerned  shall  be  furnished  by  registered 
or  certified  mail,  return  receipt  requested, 
a  written  notice  of  the  suspension  by 
the  appropriate  Assistant  Secretary 
within  10  days  after  the  effective  date. 
Tlie  notice  shall  state  as  follows: 

(1)  The  suspension  is  based  (i)  on 
the  information  that  the  contractor  or 
grantee  has  committed  irregularities  of 
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a  serious  nature  in  business  dealings  with 
the  Government,  or  (ii)  on  irregularities 
which  seriously  reflect  on  the  propriety 
of  further  dealings  of  the  contractor  or 
grantee  with  the  Government.  (The 
irregularities  should  be  described  in  gen¬ 
eral  terms  without  disclosing  the  Gov¬ 
ernment’s  evidence.) 

(2)  The  suspension  is  for  a  temporary 
period  pending  the  completion  of  an  in¬ 
vestigation  and  such  legal  proceedings  as 
may  ensue. 

(3)  Bids  and  proposals  for  participa¬ 
tion  in  a  Department  program  will  not  be 
solicited  from  the  contractor  or  grantee 
and.  if  received,  will  not  be  considered 
for  award  unless  determined  by  the  De¬ 
partment  to  be  in  the  best  interest  of  the 
Government. 

'4)  The  suspension  is  effective 
throughout  the  Department.  All  in¬ 
quiries  concerning  suspended  parties 
shall  be  handled  in  accordance  with  De¬ 
partment  procedures.  Where  a  matter 
has  been  referred  to  the  Department  of 
Justice,  the  Department  shall  not  give 
further  information  to  the  contractors  or 
grantees  concerning  the  reasons  for  sus¬ 
pension  beyond  that  stated  in  the  notice 
of  suspension  set  forth  in  this  section 
until  the  Department  of  Justice  has  been 
advised  of  the  inquiry  and  acquiesces  in 
any  such  disclosure. 

(5)  The  siispended  party  is  entitled  to 
request  an  opportunity  to  be  heard  and 
represented  by  counsel  in  accordance 
with  §  24.10  of  this  part. 

PART  40 — STANDARDS  FOR  DESIGN, 
CONSTRUCTION,  AND  ALTERA¬ 
TION  OF  PUBLICLY  OWNED  RES¬ 
IDENTIAL  STRUCTURES 

Sec. 

40.1  Purpose. 

40.2  Definition  of  "residential  structure.” 

40.3  Applicability. 

40.4  Standards. 

40.5  Waiver. 

40.6  Records. 

Authority:  The  provisions  of  this  Part 
40  issued  under  sec.  3,  83  Stat.  710,  42  UR.C. 
4163;  sec.  7(d),  79  Stat.  670;  42  U.S.C. 
3635(d). 

§  40.1  Purpose. 

This  part  prescribes  standards  for  the 
design,  construction,  and  alteration  of 
publicly  owned  residential  structures  to 
insure  that  physically  handicapped  per¬ 
sons  will  have  ready  access  to,  and  use 
of,  such  structures. 

§  40.2  Definition  of  “residential  struc¬ 
ture.” 

(a)  As  used  in  this  part,  tlie  term 
“residential  structure”  means  a  residen¬ 
tial  structure  (other  than  a  privately 
owned  residential  structure  and  a  resi¬ 
dential  structure  on  a  military  reserva¬ 
tion)  : 

(1)  Constructed  or  altered  by  or  on 
behalf  of  the  United  States; 

(2)  Leased  in  whole  or  in  part  by  the 
United  States  after  August  12,  1968,  If 
constructed  or  altered  in  accordance  with 
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plans  and  specifications  of  the  United 
States:  or 

(3)  Financed  in  whole  or  in  part  by  a 
grant  or  loan  made  by  the  United  States 
after  August  12,  1968,  if  such  residential 
structure  is  subject  to  standards  for  de¬ 
sign.  construction,  or  alteration  issued 
under  authority  of  the  law  authorizing 
such  grant  or  loan. 

(b)  As  used  in  this  part,  “residential 
structure”  includes  the  following: 

(1)  Any  residential  structure  which, 
in  whole  or  in  pwirt,  is  intended  for  oc¬ 
cupancy  by  the  physically  handicapped 
or  designed  for  occupancy  by  the  elderly; 

(2)  All  elevator  residential  structures; 

(3)  Any  residential  structure  which 
contains  25  or  more  housing  units;  and 

(4)  Nonresidential  structures  appur¬ 
tenant  to  a  residential  structure  covered 
under  this  i>art. 

§  40.3  Applicability. 

(a)  The  standards  prescribed  in  §  40.4 
are  applicable  to  residential  structures 
designed  after  the  effective  date  of  this 
part.  If  the  design  of  a  structure  com¬ 
menced  prior  to  that  date,  the  standards 
shall  be  made  applicable  to  the  maximum 
extent  practicable,  as  determined  by  the 
head  of  the  department,  agency,  or  in¬ 
strumentality  of  the  United  States  con¬ 
cerned.  If  no  design  stage  is  involved  In 
the  construction  or  alteration  of  a  resi¬ 
dential  structure,  the  standards  of  §  40.4 
shall  be  applicable  to  construction  or 
alteration  for  which  bids  are  solicited 
after  the  effective  date  of  this  part. 

(b)  The  standards  prescribed  in  §  40.4 
are  not  applicable  to: 

(1)  Any  portion  of  a  residential  struc¬ 
ture  or  its  grounds  which  need  not,  be¬ 
cause  of  its  intended  use,  be  made  ac¬ 
cessible  to,  or  usable  by,  the  public  or  by 
physically  handicapped  persons; 

(2)  The  alteration  of  an  existing  resi¬ 
dential  structure  to  the  extent  that  the 
alteration  does  not  involve  work  which  is 
related  to  the  standards  of  this  part;  or 

(3)  The  alteration  of  an  existing 
building,  or  of  such  portions  thereof,  to 
which  application  of  the  standards  Is  not 
structurally  feasible. 

§  40.4  Standards. 

(a)  Residential  structures  subject  to 
this  part  shall  be  designed,  constructed, 
or  altered  to  insure  that  physically 
handicapped  persons  will  have  ready  ac¬ 
cess  to,  and  use  of.  such  structures.  This 
requirement  shall  be  satisfied  by  using 
the  specifications  contained  in  the 
“American  Standard  Specifications  for 
Making  Buildings  and  Facilities  Acces¬ 
sible  to,  and  Usable  by,  the  Physically 
Handicapped,  Number  A117. 1-1961,”  ap¬ 
proved  by  the  American  Standards  Asso¬ 
ciation,  Inc.  (subsequently  changed  to 
United  States  of  America  Standards  In¬ 
stitute)  ,  herein  referred  to  as  the  “Amer¬ 
ican  Standard  Specifications.”  Except  as 
otherwise  provided  in  paragraph  (b)  of 
this  section,  the  standards  shall  be  ap¬ 
plicable  to  the  extent  provided  in  the 
American  Standard  Sp>ecifications. 

(b)  Application  of  the  American 
Standard  Specifications  is  modified 'as 
follows: 
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(1)  Tlie  specifications  in  section  5.6 
are  applicable  to  toilet  rooms  which  are 
provided  for  the  public.  Although  no 
specifications  are  prescribed  in  section 
5.6  for  bathrooms  in  individual  housing 
units,  consideration  shall  be  given  to  the 
need  for  access  by  the  physically  handi¬ 
capped  in  connection  with  the  design, 
construction,  or  alteration  of  such 
bathrooms. 

(2)  The  specifications  in  section  5.10, 
“Controls,”  and  5.11,  “Identification,” 
are  recommended  specifications  but  not 
mandatory. 

§  40.3  W  aiver. 

The  applicability  of  the  standards  set 
forth  in  this  part  may  be  modified  or 
waived  on  a  case-by-case  basis  upon  ap¬ 
plication  to  the  Secretary  of  HUD  or,  with 
respect  to  the  college  housing  program 
under  title  IV  of  the  Housing  Act  of  1950 
(12  U.S.C.  1749)  and  the  low-rent  public 
housing  program  under  the  United  States 
Housing  Act  of  1937  (42  U.S.C.  1401),  to 
the  Assistant  Secretary  for  Housing  Pro¬ 
duction  and  Mortgage  Credit,  made  by 
the  head  of  the  department,  agency,  or 
instrumentality  of  the  U.S.  concerned 
only  if  the  Secretary  or  the  Assi.stant 
Secretary,  as  appropriate,  determines 
that  such  waiver  or  modification  is  clearly 
necessary  and  consistent  with  the  pur¬ 
pose  of  Public  Law  90-480  (42  U.S.C. 
4153). 

§  40.6  Records. 

'The  administering  agency’s  file  on 
each  contract,  grant,  or  loan  involving 
the  design,  construction,  or  alteration  of 
a  residential  structure  shall  Include  ap¬ 
propriate  documentation  indicating:  (a) 
That  the  standards  prescribed  in  §  40.4 
are  applicable  to  and  have  been  or  will 
be  Incorporated  in  the  residential  struc¬ 
ture,  or  (b)  that  the  grant  or  loan  has 
been  or  will  be  made  subject  to  the  re¬ 
quirement  that  the  standards  are  appli¬ 
cable  and  will  be  Incorporated  in  the 
residential  structure.  The  file  should  also 
indicate  any  modification  or  waiver  of 
the  standards  which  has  been  Issued  by 
the  Secretary  of  HUD. 

PART  41— RELOCATION  PAYMENTS 

Subpart  A — General 

Sec. 

41.1  Statement  of  applicable  law. 

41.2  Definitions. 

41.3  Relocation  payments  by  the  Agency. 

41.4  Relocation  adjustment  payment;  ad¬ 

ditional  relocation  payment;  re¬ 
placement  bousing  payment. 

41.5  Small  business  displacement  payment. 

41.6  Notice  of  Intention  to  move. 

41.7  Determining  moving  expenses  of  busi¬ 

ness  concerns. 

41.8  Determining  actual  direct  loss  of 

property. 

41.9  Outdoor  advertising  display. 

41.10  Fixed  relocation  payments  to  In¬ 

dividuals  and  families. 

41.11  Administration  of  relocation  pay¬ 

ments. 

41.12  Filing  of  claims. 

41.13  Limitations  on  amount  of  relocation 

payments. 

41.14  Condemnation  proceedings  and  nego¬ 

tiated  purchases. 

41.15  Waiver. 
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Subpart  B— Requireinents  Relating  to  Spocilc 
Programs 

41.21  Statement  of  applicability. 

41.22  Urban  renewal  and  neighborhood  de¬ 

velopment  programs. 

41.23  Ck>d»  enforcement  or  demollUGa 

grants. 

41.24  Interim  assistance  areas. 

41.25  Low-rent  public  housing. 

41 .26  Open-space  land,  urban  beautification, 

and  historic  preservation. 

41.27  Neighborhood  facilities  projects. 

41.28  Public  facility  loans;  grants  for  basle 

water  and  sewer  facilities;  and 
grants  for  advance  acquisition  of 
land. 

41.29  Model  Cities. 

Authokitt:  The  provisions  of  this  Port 
41  Issued  under  sec.  7(d).  79  Stat.  670;  43 
U.S.C.  3535(d). 

Cross  Reference:  For  the  current  legal 
status  of  the  regulations  In  this  Part  41,  see 
{{  42  5  and  42.25  of  SubtlUe  A. 

Subpart  A — General 

§  41.1  Slatemenl  of  applicable  law. 

(a)  Section  305  of  the  Housing  Act  of 
1956  (70  Stat.  1100.  42  UH.C.  1456) 
amended  title  I  of  the  Housing  Act  of 
1949,  by  adding  a  new  section  106(f), 
which  provided  that  title  I  urban  renewal 
projects  may  Include  the  making  of  re¬ 
location  payments  subject  to  rules  and 
regulations  prescribed  by  the  Housing 
and  Home  Finance  Administrator.  Sec¬ 
tion  106(f)  was  amended  by  section  304 
of  the  Housing  Act  of  1957  (71  Stat  300) , 
section  409  of  the  Housing  Act  of  1959 
(73  Stat  673),  and  section  304  of  the 
Housing  Act  of  1961  (75  Stat.  167).  Sec¬ 
tion  310  of  the  Housing  Act  of  1964 
amended  title  I  by  adding  a  new  section 
114  (78  Stat  788,  42  UjS.C.  1465)  and 
incorporated  therein,  with  additional 
provisions,  the  former  section  106(f)  of 
title  I,  which  was  repealed  (42  UiS.C. 
1456(f)).  SecUon  311(a)  of  the  Housing 
and  Urban  Development  Act  of  1965 
amended  title  I  by  adding  a  new  section 
117  (79  Stat  478,  42  U.S.C.  1468) ,  provid¬ 
ing  for  grants  for  programs  of  code 
enforcement  and  providing  that  the  pro¬ 
visions  of  section  114  shall  be  applicable 
to  such  programs.  Section  514  of  the 
Housing  and  Urban  Develc^ment  Act  of 
1968  (82  Stat  525,  42  UH.C.  1468a) 
amended  title  I  by  adding  a  new  section 
118,  providing  for  grants  for  programs 
of  interim  assistance  for  slums  and 
blighted  areas  and  providing  that  the 
provisions  of  section  114  of  title  I  shall 
be  applicable  to  all  activities  assisted 
pursuant  to  section  118  to  the  same  ex¬ 
tent  as  if  such  activities  were  being  car¬ 
ried  out  as  part  of  an  urban  renewal 
project.  Section  516  of  the  Housing  and 
Urban  Development  Act  of  1968  (82  Stat 
526,  42  U.S.C,  1465(c))  amended  sectlcHi 
114(c)  by  expanding  the  relocation  pay¬ 
ments  provisions  applicaUe  to  the  pro¬ 
grams  of  the  Department  of  Housing 
and  Urban  Development. 

(b)  Section  404(a)  of  the  Housing  and 
Urban  Development  Act  of  1965  (79  Stat. 
486,  42  UH.C.  3074)  provides  that  the 
provisions  of  section  114  (b) .  (c) ,  and  (d) 
of  title  I  oi  the  Housing  Act  of  1949 
shall  be  applicable,  to  the  extent  not 
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otherwise  authorized  by  any  other  Fed¬ 
eral  law,  to  any  federally  assisted  de¬ 
velopment  program.  Section  401  of  the 
Housing  and  Urban  Development  Act  of 
1965  (79  Stat.  485. 42  U.S.C.  3071)  defines 
development  program  to  include  any 
program  established  by  or  conducted 
under  title  n  of  the  Housing  Amend¬ 
ments  of  1955  (69  Stat.  642.  42  U.S.C. 
1491)  (public  facility  loans) ;  title  VII 
of  the  Housing  Act  of  1961  (75  Stat.  183, 
42  UH.C.  1500)  (open-space  land,  ur¬ 
ban  beautification,  and  historic  preser¬ 
vation)  ;  and  title  VH  of  the  Housing  and 
Urban  Development  Act  of  1965  (79  Stat. 
489,  42  UH.C.  3101)  (grants  for  basic 
water  and  sewer  facilities;  grants  for 
advance  acquisition  of  land;  and  neigh¬ 
borhood  facilities  grants). 

(c)  Section  107  of  the  Demonstration 
Cities  and  Metropolitan  Development 
Act  of  1966  (80  Stat  1255,  42  U.S.C. 
3301)  provides  that  relocation  payments 
in  the  model  cities  program  shall  be 
made  subject  to  the  terms,  conditions, 
and  limitations  of  section  114  (b),  (c). 

(d),  and  (e)  of  title  I  of  the  Housing  Act 
of  1949. 

(d)  Section  15(8)  of  the  United  States 
Housing  Act  of  1937  (50  Stat  888,  42 
UH.C.  1415(8) )  provides  that  the  terms, 
conditions,  and  limitations  of  section 
114  (b).  (c),  and  (d)  of  title  I  of  the 
Housing  Act  of  1949  shall  be  applicable 
to  relocation  payments  made  in  connec¬ 
tion  with  low-rent  public  housing  proj¬ 
ects  assisted  by  the  Department  of 
Housing  and  Urban  Development. 

§  41.2  Definitions. 

For  the  purpose  of  the  regulations  in 
this  part,  the  following  terms  shall 
mean; 

(a)  Actual  direct  loss  of  property. 
Actual  loss  in  the  value  of  property  (ex¬ 
clusive  of  goods  or  other  inventory  kept 
for  sale)  sustained  by  the  site  occupant 
by  reason  of  the  disposition  or  abandon¬ 
ment  of  the  property  resulting  from  the 
site  occupant’s  displacement.  A  loss  re¬ 
sulting  from  damage  to  the  property 
while  being  moved  is  not  included. 

(b)  Agency.  (1)  In  an  urban  renewal 
area,  the  local  public  agency  (LPA) 
authorized  to  undertake  an  urban  re¬ 
newal  project  being  assisted  imder  title 
I  of  the  Housing  Act  of  1949  (42  U.S.C. 
1450) ; 

(2)  In  a  code  enforcement  area  or 
demolitiem  grant  area,  the  code  agency; 

(3)  In  an  area  receiving  interim  as¬ 
sistance,  the  city,  other  municipality,  or 
coimty; 

(4)  In  an  area  receiving  assistance  in 
the  devel(H>ment.  acquisition,  or  admin¬ 
istration  of  low-rent  housing  or  slum 
clearance  projects  by  a  local  housing  au¬ 
thority,  the  local  housing  authority 
(LHA); 

(5)  In  an  open-space  area  or  an  area 
receiving  assistance  pursuant  to  the  his¬ 
toric  preservation  or  urban  tieautifica- 
tion  programs,  a  public  body  authorized 
to  acquire  real  property  in  the  locality 
to  carry  out  these  programs; 

(6)  In  a  neighborhood  facilities  grant 
area,  a  govemmeptal  entity  authorized 
to  carry  out  a  project  and  to  provide 


continuing  control  over  the  use  of  the 
project  facilities; 

(7)  In  an  area  receiving  assistance  for 
activities  pursuant  to  the  Public  Facili¬ 
ties  Loans  Program,  the  Water  and  Sewer 
Facilities  Grant  Program,  or  the  Ad¬ 
vance  Acquisition  of  Land  Program,  any 
public  bo^  or  private  nonprofit  corpo¬ 
ration  authorized  to  acquire  or  utilize 

‘  real  property  in  the  course  of  such  pro¬ 
grams;  and 

(8)  In  a  model  cities  area,  the  mimic- 
ipallty,  county,  or  any  local  public  body 
havliig  general  governmental  powers. 

(c)  Business  concern.  A  corporation, 
partnership,  individual,  or  other  private 
entity,  including  a  nonprofit  organiza¬ 
tion,  engaged  in  some  type  of  business, 
professional,  or  institutional  activity 
necessitating  fixtures,  equipment,  stock 
in  trade,  or  other  ta^ble  property  for 
the  carrying  on  of  the  business,  profes¬ 
sion,  or  institution. 

(d)  City.  Any  municipality  (or  two  or 
more  municipalities  acting  jointly)  or 
any  county  or  other  public  body  (or  two 
or  more  acting  jointly)  having  general 
governmental  powers. 

(e)  Code  agency.  A  city,  other  munici¬ 
pality,  or  county  authorized  to  engage  in 
code  enforcement  activities  consisting  of 
structural  or  other  substantial  repairs  to, 
or  alterations  of,  any  building  or  other 
improvement  on  land,  the  demolition  of 
any  building  or  improvement,  or  a  re¬ 
duction  in  number  of  occupants  of,  or 
any  other  change  in  the  use  of,  any  par¬ 
cel  of  real  property,  pursuant  to  the  re¬ 
quirements  of.  or  to  comply  with  notice 
by  a  municipcdlty  of  enforcement  of,  a 
zoning,  building,  or  other  municipal  code 
or  ordinance. 

(f)  Family.  Two  or  more  persons  re¬ 
lated  by  blood,  marriage,  or  adoption, 
who  are  living  together  in  a  single  dwell¬ 
ing  unit. 

(g)  Federal  financial  assistance  con¬ 
tract.  (1)  A  contract  for  a  loan,  a  grant, 
or  a  loan  and  grant,  between  the  Federal 
Government  and  the  LPA  for  an  urban 
renewal  project; 

(2)  A  contract  for  a  grant  for  concen¬ 
trated  code  enforcemmt  and  puUic  im¬ 
provements  between  the  Federal  Govern¬ 
ment  and  a  code  agrency; 

(3)  A  contract  for  a  grant  for  the 
demolition  of  unsafe  structures  between 
the  Federal  Government  and  the  code 
agency; 

(4)  A  contract  for  a  grant  for  interim 
assistance  to  slums  or  blighted  areas  be¬ 
tween  the  Federal  Government  and  the 
city,  other  municipality,  or  county; 

(5)  An  Aimual  Contributions  Contract 
between  the  Federal  Government  and  an 
LHA; 

(6)  A  contract  between  the  Federal 
Government  and  the  public  body  author¬ 
ized  to  acquire  land  for  open-space  use 
or  for  a  historic  preservation  or  urban 
beautification  program  under  title  VH 
of  the  Housing  Act  of  1961  (42  U.S.C. 
1500); 

(7)  A  contract  between  the  Federal 
Government  and  a  public  body  for  a 
neighborhood  facilities  program  grant 
under  section  703  of  the  Housing  and 
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Urban  Development  Act  of  1965  (42 
U.S.C.  3103) : 

(8)  A  contract  between  the  Federal 
Government  and  the  public  body  for  a 
public  facility  loan  under  title  n  of  the 
Housing  Amendments  of  1955  (42  U.S.C. 
1491-1497) ;  a  water  and  sewer  facilities 
grant  under  title  vn  of  the  Housing  and 
Urban  Development  Act  of  1965  (42 
U.S.C.  3101-3108) ;  and  advance  acquisi¬ 
tion  of  land  under  title  vn  of  the  Hous¬ 
ing  and  Urban  Development  Act  of  1965 
(42  U.S.C.  3101-3108) ; 

(9)  A  contract  between  the  Federal 
Government  and  the  city  for  the  pur¬ 
pose  of  carrying  out  a  comprehensive 
city  demonstration  program  under  title 
I  of  the  Demonstration  Cities  and  Metro¬ 
politan  Development  Act  of  1966  (42 
use  3301) 

(h)  HUD.  (1)  Prior  to  November  9, 
1965,  the  Housing  and  Home  Finance 
Administrator;  or 

(2)  On  and  after  November  9,  1965, 
the  Housing  and  Home  Finance  Adminis¬ 
trator  in  the  Department  of  Housing  and 
Urban  Development  pending  appoint¬ 
ment  of  the  Secretary  of  Housing  and 
Urban  Development,  and  thereafter  the 
Secretary  of  Housing  and  Urban 
Development:  or 

(3)  An  employee  duly  authorized  to 
perform  the  functions  of  such  adminis¬ 
trator  or  secretary. 

(i)  Individual.  A  person  who  is  not  a 
member  of  a  family.  An  elderly  in¬ 
dividual  is  an  individual  62  years  of  age 
or  over  at  the  time  of  displacement.  A 
handicapped  individual  is  an  individual 
who  has  a  physical  impairment  which  is 
expected  to  be  of  long-continued  and  in¬ 
definite  duration  and  which  substantially 
impedes  his  ability  to  live  independently. 

(J)  LHA.  A  local  housing  authority 
authorized  to  imdertake  a  low-rent 
housing  project  assisted  under  the 
United  States  Housing  Act  of  1937  (42 
U.S.C.  1401  et  seq.) . 

(k)  LPA.  A  local  public  agency  au¬ 
thorized  to  undertake  an  urban  renewal 
project  being  assisted  under  title  I  of 
the  Housing  Act  of  1949  (42  U.S.C.  1450 
et  seq.) . 

(l)  Moving  expenses — (1)  Individual 
and  families.  Costs  of  packing,  storing 
(for  a  period  of  1  year  or  less),  carting, 
and  insuring  of  property  and  incidental 
costs  of  disconnecting  and  reconnecting 
household  appliances. 

(2)  Business  concerns.  Costs  of  dis¬ 
mantling,  crating,  storing  (for  a  period 
of  1  year  or  less),  transporting,  insuring, 
reassembling,  reconnecting,  and  rein¬ 
stalling  of  property  (including  goods  or 
other  inventory  kept  for  sale) :  Provided, 
That  the  cost  of  any  additions,  improve¬ 
ments,  alterations,  or  other  physical 
changes  in  or  to  any  structure  in  con¬ 
nection  with  effecting  such  reassembly, 
reconnection,  or  reinstallation  shall  not 
be  included  unless  the  agency  deter¬ 
mines,  with  HUD  concurrence,  that  such 
additions,  improvements,  alterations,  or 
other  physical  changes  are  required  by 
law  or  are  otherwise  necessary  to  the 
continued  operation  of  the  business. 

(m)  Plan.  A  duly  approved  plan,  as  it 
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exists  from  time  to  time,  for  any  pro¬ 
gram  or  project  as  defined  in  this  part. 

(n)  Project  area.  An  area  which  HUD 
has  approved  for  a  project  or  program 
in  connection  with  (1)  urban  renewal; 

(2)  concentrated  code  enforcement;  (3) 
demolition;  (4)  interim  assistance:  (5) 
low-rent  public  housing  or  sliun  clear¬ 
ance;  (6)  open-space  land;  (7)  historic 
preservation:  (8)  mban  beautification: 

(9)  neighborhood  facilities  development: 

(10)  public  facilities  loans;  (11)  water 
and  sewer  facilities  grants:  (12)  advance 
acquisition  of  land:  (13)  the  area  in 
which  model  cities  activities  are  carried 
out;  whichever  is  pertinent  in  the 
context. 

(o)  Property.  Tangible  personal  prop¬ 
erty,  excluding  fixtures,  equipment,  and 
other  property  which  under  State  or 
local  law  are  considered  real  property, 
but  Including  such  items  of  real  property 
as  the  site  occupant  may  lawfully  remove. 

(p)  Public  body.  A  State,  county,  mu- 
niciF)ality,  or  other  political  subdivision, 
or  an  authority  or  agency  which  is  a 
public  legal  entity. 

(q)  Relocation  payment.  A  payment 
by  an  agency: 

(1)  To  an  individual  or  family,  for 
reasonable  and  necessary  moving  ex¬ 
penses  and  any  actual  direct  loss  of 
property  (for  which  reimbursement  or 
compensation  is  not  otherwise  made) ; 

(2)  To  a  business  concern,  for  its  rea¬ 
sonable  and  necessary  moving  expenses 
except  goodwill  or  profit  and  any  actual 
direct  loss  of  property  (for  which  re¬ 
imbursement  or  compensation  is  not 
otherwise  made) ; 

(3)  To  a  small  business  concern,  for 
its  displacement  (small  business  dis¬ 
placement  payment) ; 

(4)  To  or  on  behalf  of  a  family  or 
elderly  Individual  for  relocation  adjust¬ 
ment  prior  to  August  1,  1968  (relocation 
adjustment  payment) ;  or  to  or  on  behalf 
of  a  family  or  elderly  or  handicapped  in¬ 
dividual  on  or  after  August  1,  1968  (ad¬ 
ditional  relocation  payment) , 

(5)  To  an  individual,  family,  or  busi¬ 
ness  concern  for  settlement  costs  (for 
which  reimbursement  or  compensation 
is  not  otherwise  made) ; 

(6)  To  a  family  or  individual  to  assist 
an  owner-occupant  of  a  one-  or  two- 
family  dwelling  to  purchase  and  occupy  a 
replacement  dwelling  (replacement 
housing  payment). 

(r)  Settlement  costs.  (1)  Recording 
fees,  transfer  taxes,  and  similar  expenses 
Incidental  to  conveying  real  property  to 
the  agency; 

(2)  Penalty  costs  for  prepayment  of 
any  mortgage  encumbering  such  real 
property:  and 

(3)  TTie  pro  rata  portion  of  real  prop¬ 
erty  taxes  allocable  to  a  period  subse¬ 
quent  to  the  date  of  vesting  of  title,  or 
the  effective  date  of  the  acquisition  of 
such  real  property  by  the  agency,  which¬ 
ever  is  earlier. 

(s)  Site  occupant.  A  family,  individ¬ 
ual,  or  business  concern,  as  defined 
above. 

(t)  Small  business  concern.  A  business 
concern  (other  than  a  nonprofit  orga- 
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nization)  which  during  the  base  period 
had: 

(1)  Average  annual  net  earnings  be¬ 
fore  income  taxes  of  less  than  $10,000; 
and 

(2)  In  the  case  of  displacements  prior 
to  June  15,  1965,  average  annual  gross 
receipts  or  sales  in  excess  of  $1,500;  or 
in  the  case  of  displacements  on  and  after 
June  15,  1966,  average  annual  gross  re¬ 
ceipts  or  sales  in  excess  of  $1,500  together 
with  average  annual  net  earnings  before 
income  taxes  in  excess  of  $500,  or  average 
annual  gross  receipts  or  sales  in  excess 
of  $2,500. 

Earnings  for  the  purpose  of  this  para¬ 
graph  (s)  include  salaries,  wages,  or 
other  compensation  received  by  an  owner 
of  the  concern  or  any  member  of  his 
household  related  to  him.  The  term 
“owner”  as  used  in  the  previous  sentence 
includes  the  sole  proprietor  in  a  sole  pro¬ 
prietorship,  the  principal  partners  in  a 
partnership,  and  the  principal  stock¬ 
holders  of  a  corporation,  as  determined 
by  HUD.  For  purposes  of  this  para- 
graph(s),  the  base  period  shall  be  the 
2  tax  years  immediately  preceding  dis¬ 
placement  (or,  if  the  business  concern  is 
not  in  business  that  long,  such  other 
period  as  may  be  approved  by  HUD) : 
Provided.  That,  if  a  business  concern 
does  not  qualify  as  a  small  business  con¬ 
cern  under  this  paragraph  based  upon 
the  2  tax  years  immediately  preceding 
displacement  and  the  agency  finds  that 
its  business  activity  during  such  period 
was  not  representative,  the  base  period 
shall  be  the  4  tax  years  immediately 
preceding  displacement. 

(u)  Voluntary  rehabilitation.  Struc¬ 
tural  or  other  substantial  repairs  to,  or 
alterations  to,  or  demolition  of,  any 
building  or  other  improvement  on  land 
within  a  project  area,  undertaken  by  an 
owner  in  order  to  conform  to  the  prop¬ 
erty  rehabilitation  standards  set  forth 
in  the  applicable  plan. 

§41.3  Relocation  payments  liy  tlie 
Agency. 

(a)  The  Agency  shall  make  relocation 
payments  to  or  on  behalf  of  eligible  site 
occupants  in  accordance  with  and  to  the 
full  extent  permitted  by  the  regulations 
in  this  part:  Provided,  That  for  each 
Federal  financial  as.sistance  contract  the 
agency  may  elect  whether  to  make  pay¬ 
ments  for  moving  expen-ses  in  excess  of 
$25,000  in  accordance  with  §41.13(a>(2). 

§41.4  Rclocali«>n  adjiisimcnl  payniciil: 
aildilionul  relocation  paynicnl;  re¬ 
placement  housing  puymciil. 

(a)  Relocation  adjjistment  payment. 
A  family  or  elderly  individual  who  satis¬ 
fies  the  pertinent  eligibility  conditions 
set  forth  in  §5  41.22,  41.23,  41.24,  41.25, 
41.26,  41.27,  41.28,  or  41.29  prior  to  Au¬ 
gust  1,  1968,  is  eligible  for  a  relocation 
adjustment  payment  if  the  site  occu¬ 
pant: 

(1)  Is  unable  to  secure  a  suitable 
dwelling  unit  in  (i)  a  low-rent  housing 
project  assisted  under  the  U.S.  Housing 
Act  of  1937  (42  U.S.C.  1401  et  seq.)  or  a 
State  or  local  program  found  by  HUD  to 
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have  the  same  general  purposes  or  (ii) 
a  dwelling  unit  assisted  imder  section 
101  of  the  Housing  and  Urban  Develop¬ 
ment  Act  of  1965  (12  UH.C.  1701s(a)); 
and 

(2)  Has  moved  to  a  decent,  safe,  and 
sanitary  dwelling. 

(b)  Additional  relocation  payment.  A 
family  or  elderly  or  handicapped  indi¬ 
vidual  who  satisfies  the  pertinent  eligi¬ 
bility  conditions  of  SS  41.22,  41.23,  41.24, 
41.25,  41.26,  41.27,  41.28,  or  41.29,  on  or 
after  August  1,  1968,  is  eligible  for  an 
additional  relocation  payment  if  the  site 
occupant: 

(1)  Is  imable  to  secure  a  suitable 
dwelling  in  (i)  a  low-rent  housing  proj¬ 
ect  assisted  under  the  United  States 
Housing  Act  of  1937  (42  U.S.C.  1401  et 
seq.)  or  a  State  or  local  program  foimd 
by  HUD  to  have  the  same  general  pur¬ 
poses  or  (ii)  a  dwelling  unit  assisted 
under  section  101  of  the  Housing  and 
Urban  Development  Act  of  1965  (12 
U.S.C.  1701s(a)):  and 

(2)  Has  moved  to  a  decent,  safe,  and 
sanitary  dwelling. 

An  additional  relocation  payment  not  to 
exceed  $500  in  the  first  12  months  and 
$500  in  the  second  12  months  may  be 
made  on  a  monthly  basis,  or  on  a  lump¬ 
sum  basis,  or  otherwise  on  other  than  a 
monthly  basis  in  cases  in  which  other 
than  monthly  parents  are  determined 
warranted  by  HUD. 

(c)  Replacement  housing  payment.  A 
family  or  individual  who  satisfies  the 
ptertinent  eligibility  conditions  of 
§§  41.22,  41.23,  41.24,  41.25,  41.26,  41.27, 
41.28,  or  41.29,  on  or  after  August  1, 1968, 
is  eligible  for  a  replacement  housing  pay¬ 
ment  if  the  site  occupant: 

(1)  Is  the  owner  of  real  property  ac¬ 
quired  for  a  project  and  is  displaced  from 
such  property: 

(2)  Has  occupied  a  single-  or  two- 
family  dwelling  located  on  the  real  prop¬ 
erty  for  a  period  of  not  less  than  1  year, 
prior  to  the  initiation  of  negotiations  for 
the  acquisition  of  the  real  property; 

(3)  Does  not  receive  the  additional  re¬ 
location  payment  provided  for  by 
S  41.4(b) : 

(4)  Purchases  and  occupies  a  replace¬ 
ment  dwelling  within  1  year  subsequent 
to  the  date  on  which  he  is  required  to 
move  from  the  dwelling  acquired  for  the 
project;  and 

(5)  Does  not  receive  a  payment  pur¬ 
suant  to  the  State  law  of  eminent  do¬ 
main  determined  by  HUD  to  have  sub¬ 
stantially  the  same  purpose  and  effect  as 
would  a  replacement  housing  payment, 
and  to  be  a  part  of  the  cost  of  the  project 
for  which  Federal  financial  assistance  is 
available. 

§41.5  Small  business  displarrnient 
payment. 

A  small  business  concern  which  satis¬ 
fies  the  pertinent  eligibility  conditions  of 
{5  41.22,  41.23,  41.24,  41.25,  41.26,  41.27, 
41.28,  or  41.29  is  eligible  for  a  small  busi¬ 
ness  displacement  payment  if  the  con¬ 
cern: 

(a)  Is  not  part  of  an  enterprise  hav¬ 
ing  two  or  more  establishments  outside 
the  project  area; 
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(b)  Has  filed  with  the  Internal  Rev¬ 
enue  Service  Income  tax  returns  for  the 
base  period,  or  has  furnished  such  other 
evidence  of  earnings  as  may  be  approved 
by  HUD;  and 

(c)  Was  doing  business  in  the  project 
area  on  the  date  of  approval  by  the  local 
governing  body  of  the  plan  for  the  proj¬ 
ect  area  in  which  the  small  business 
concern  is  located,  or  on  the  date  of  the 
approval  by  the  agency  of  an  applica¬ 
tion  for  a  Federal  financial  assistance 
contract  for  the  project  area,  whichever 
is  pertinent  in  the  context. 

§  41 .6  Notice  of  intention  to  move. 

Except  as  provided  in  this  {  41.6,  no 
relocation  payment  for  moving  expenses 
or  actual  direct  loss  of  property  and  no 
small  business  displacement  payment 
shall  be  made  to  a  business  concern 
unless: 

(a)  The  agency  has  received,  at  least 
30  days  but  not  earlier  than  90  days 
prior  to  the  moving  date,  written  notice 
from  the  business  concern  of  its  inten¬ 
tion  to  move  or  dispose  of  the  property, 
which  shall  be  described  generally  in  the 
notice,  and  the  date  of  such  intended 
move  or  disposition;  and 

(b)  The  business  concern  has  per¬ 
mitted,  at  all  reasonable  times,  the  in¬ 
spection  by  or  on  behalf  of  the  agency 
of  such  property  at  the  site  from  which 
the  business  concern  Is  displaced.  For 
the  purpose  of  this  {  41.6,  “moving  date” 
shall  mean  the  date  on  which  the  first 
item  of  such  property  is  Intended  to  be 
moved  or  disposed  of.  The  agency  may 
make  a  relocation  payment  notwith¬ 
standing  nonreceipt  of  such  timely  no¬ 
tice  only  if  the  agency  has  determined 
that  there  was  reasonable  cause  for  the 
failure  of  the  business  concern  to  give 
such  notice,  and  the  agency  has  ade¬ 
quately  verified  the  facts  pertaining  to 
the  move  or  disposition  and  the  re¬ 
quested  relocation  payment. 

§  41.7  Determining  moving  expenses  of 
business  concerns. 

(a)  Submission  of  bids  prior  to  mov~ 
ing  date.  No  claim  for  a  relocation  pay¬ 
ment  for  moving  expenses  in  excess  of 
$500  shall  be  allowed  for  the  costs  In¬ 
curred  by  a  business  concern  unless  the 
concern  has  submitted  to  the  agency,  at 
least  15  days  prior  to  the  commencement 
of  the  move,  a  bid  from  three  reputable 
firms  covering  the  moving  costs  involved. 
Whenever  it  is  not  feasible  to  obtain 
three  bids  for  any  category  of  work,  a 
lesser  number  of  bids  shall  be  submltt^ 
together  with  a  written  justification  by 
the  concern;  and  no  relocation  payment 
shall  be  allowed  in  such  cases  unless  the 
agency  has  approved  the  justification. 
The  agency,  with  HUD  concurrence,  may 
waive  any  requirement  of  this  para¬ 
graph  (a)  for  good  cause. 

(b)  Payment  not  to  exceed  low  bid. 
Payment  to  a  business  concern  for  mov¬ 
ing  expenses  shall  not  exceed  the’  amount 
of  the  low  bid  submitted  in  accordance 
with  paragraph  (a)  of  this  section  iinlfts.«i 
the  bid  requirement  has  been  waived  in 
accordance  with  paragraph  (a)  of  this 
section. 


§  41.8  Determining  actual  direct  loss  of 
property. 

(a)  The  amount  of  actual  direct  loss 
of  any  item  of  property  claimed  shall 
be  determined  as  follows: 

(1)  The  fair  market  value  of  the  prop¬ 
erty  for  continued  use  at  its  location 
prior  to  the  displacement  shall  be  ascer¬ 
tained  by  an  appraisal  satisfactory  to 
the  agency,  except  as  provided  in  sub- 
paragraph  (2)  of  this  paragraph. 

(2)  If  the  value  of  the  property  for 
which  actual  direct  loss  is  claimed  does 
not  warrant  the  expenses  of  an  appraisal, 
then  its  fair  market  value  for  such  con¬ 
tinued  use  shall  be  computed  as  follow’s: 
The  original  cost  of  the  item  to  the 
claimsmt  (exclusive  of  Installation)  mul¬ 
tiplied  by  the  figure  obtained  by  dividing 
the  period  of  the  remaining  useful  life 
of  the  property  at  the  date  of  removal 
by  the  period  of  the  normal  useful  life  of 
the  property  at  the  date  of  its  acquisi¬ 
tion  by  the  claimant. 

(3)  The  property  shall  be  disposed  of 
by  a  bona  fide  sale  (as  determined  by 
the  agency)  at  the  highest  price  offered 
after  reasonable  efforts  have  been  made 
over  a  reasonable  period  of  time  to  inter¬ 
est  prospective  purchasers.  A  trade-in 
of  the  property  may  be  considered  a  bona 
fide  sale,  and  the  trade-in  allowance, 
exclusive  of  any  amount  of  discount  that 
would  be  allowed  on  the  price  of  the 
property  being  acquired  in  the  absence  of 
the  trsMle-in,  shall  be  the  amount  real¬ 
ized  iipon  the  sale  of  the  property. 

(4)  If  the  amount  realized  from  the 
sale,  after  deducting  ordinary  and  rea¬ 
sonable  expenses  of  the  sale,  is  less  than 
the  fair  market  value  for  such  continued 
use,  the  difference  between  the  net 
amount  realized  and  the  fair  market 
value  is  the  amoimt  of  actual  direct 
loss  of  the  property, 

(b)  If  a  bona  fide  sale  is  not  effected 
because  no  offer  is  received  for  the  prop¬ 
erty,  after  reasonable  efforts  have  been 
made  over  a  reasonable  period  of  time 
to  sell  it.  then  its  fair  market  value  for 
continued  use.  ascertained  as  provided 
in  this  section,  is  the  amoimt  of  actual 
direct  loss  of  the  property. 

(c)  No  rdocation  payment  shall  be 
made  for  the  cost  of  an  appraisal  se¬ 
cured  by  the  agency  to  determine  the 
amount  of  any  actual  direct  loss  of  prop¬ 
erty,  which  cost  shall  be  borne  by  the 
agency. 

(d)  No  relocation  payment  shall  be 
made  for  the  cost  of  any  appraisal  made 
by  or  on  behalf  of  a  claimant  subsequent 
to  the  appraisal  required  by  {41.8(c). 

§  41.9  Outdoor  advertising  display. 

A  business  concern  which  Is  not  dis¬ 
placed  from  a  project  area  shall  be  eli¬ 
gible  for  a  rdocation  payment  for  mov¬ 
ing  expenses  with  respect  to  its  outdoor 
advertising  displays  required,  in  the 
determination  of  the  agency,  to  be  re¬ 
moved  from  the  project  area. 

§  41.10  Fixed  relocation  payments  to 
individuals  and  families. 

(a)  Schedule  of  fixed  payments.  An 
agency  may  pay.  to  eligible  individuals 
and  families  who  elect  to  receive  ttiem. 
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fixed  amounts  In  lieu  of  payments  for 
reasonable  and  necessary  moving  ex¬ 
penses  and  actual  direct  losses  of  prop¬ 
erty.  Each  agency  intending  to  make 
fixed  payments  for  moving  expenses  shall 
prepare  a  schedule  (Form  HUD-6142) 
of  the  fixed  amounts  which  it  proiwses 
to  pay.  The  schedule  shall  contain  a 
statement  indicating  that  the  agency 
will  permit  eligible  Individuals  and  fami¬ 
lies  so  choosing  to  claim  reimbursement 
for  their  actual  moving  expenses  and 
actual  direct  loss  of  property. 

(b)  Schedule  provision.  (1)  A  pro¬ 
posed  schedule  of  fixed  payments  to  eli¬ 
gible  individuals  and  families  owning 
furniture  shall  provide  for  a  graduated 
scale  of  payments  related  to  the  number 
of  all  rooms  occupied  or  utilized  by  the 
claimant,  except  bathrooms,  hallways, 
and  closets,  which  payments  shall  not 
exceed  the  result  obtained  by  multiply¬ 
ing  a  reasonable  local  average  hourly 
moving  rate  (as  determined  by  the 
agency,  with  HUD  concurrence)  by  the 
number  of  hours  allotted  to  moving 
personal  effects. 

(2)  Fixed  payments  to  eligible  indi¬ 
viduals  and  families  not  owning  furni¬ 
ture,  but  owning  furnishings,  shall  be  the 
average  hourly  rate  or  $25,  whichever 
is  the  lesser,  calculated  in  accordance 
with  the  method  prescribed  in  S  41.10 
(b)  (1) :  Provided,  That  fixed  payments 
to  eligible  individuals  or  families  not 
owning  furniture  or  furnishings  shall  not 
exceed;  (i)  $10  for  an  individual,  (il) 
$15  for  any  family. 

(c)  Administration  of  fixed  payments. 
Eligible  individuals  or  families  may  be 
paid  the  amount  provided  in  the  schedule 
of  fixed  payments  approved  by  HUD 
upon  receipt  of  a  properly  completed 
claim.  A  fixed  payment  shall  be  in  full 
settlement  for  the  claimant’s  moving 
expense  and  any  actual  direct  loss  of 
property.  If  the  joint  occupants  of  a 
single  dwelling  \mlt  in  the  project  area 
move  to  two  or  more  locations  and  conse¬ 
quently  submit  more  than  one  claim,  an 
eligible  claimant  for  a  fixed  payment 
may  be  paid  only  his  reasonable  prorated 
share  (as  determined  by  the  agency)  of 
the  total  fixed  payment  applicable  to 
such  dwelling  unit,  and  the  total  of  fixed 
payments  made  to  all  such  claimants 
moving  from  such  dwelling  unit  shall 
not  exceed  the  total  fixed  payment  appli¬ 
cable  to  such  dwelling  unit. 

§  41.11  Administration  of  relocation 
payments. 

(a)  Conditions  for  relocation  pay¬ 
ment.  The  agency  (or,  if  the  agency  Is 
the  municipality,  the  board  or  commis¬ 
sion  responsible  for  carrying  out  the 
federally  assisted  activities  or,  if  there 
is  no  such  board  or  commission,  the 
principal  executive  ofiQcer  of  the  munici¬ 
pality)  shall  approve  a  schedule  (Form 
HUD-6148)  of  average  annual  gross 
rentals  for  standard  housing  in  the 
locality  for  determining  the  amount  of 
relocation  adjustment  pasunents  and 
additional  relocation  payments  in  ac¬ 
cordance  with  S  41.4  (a)  and  (b),  and  a 
separate  schedule  (Form  HUD-6155)  for 
determining  the  average  price  of  stand¬ 


ard  sales  housing  in  a  locality,  and  any 
other  conditions  under  which  the  agency 
will  make  relocation  payments.  The 
schedules  and  conditions  ^all  be  con¬ 
sistent  with  the  regulations  in  this  part 
and  shall  be  available  in  written  form  to 
site  occupants  in  the  office  of  the  agency. 

(b)  Notice  to  site  occupants.  'The 
agency  shall  furnish,  to  all  site  occupants 
who  occupy  property  within  a  project 
area  (or  the  area  of  the  federally  assisted 
activities)  and  who  are  anticipated  to 
be  displaced,  a  notice  or  information 
statement  advising  the  site  occupant  of 
(1)  the  availability  of  relocation  pay¬ 
ments  to  eligible  site  occupants,  and  (2) 
the  office  where  the  conditions  under 
which  relocation  payments  will  be  made 
are  available  for  inspection. 

(c)  Action  on  claim — finality.  The 
agency  is  Initially  responsible  for  deter¬ 
mining  the  eligibility  of  a  claim  for,  and 
the  amount  of,  a  relocation  payment  and 
shall  maintain  in  its  files  complete  and 
proper  documentation  supporting  the  de¬ 
termination.  The  determination  on  each 
claim  shall  be  made  or  approved  either 
by  the  governing  body  of  toe  agency  or 
by  toe  principal  executive  officer  of  toe 
agency  or  his  duly  authorized  designee. 
The  determination  by  the  agency  or  any 
redeterminatiem  by  HUD  shall  be  final 
and  conclusive  with  respect  to  the  rights 
of  any  site  occupant,  and  not  subject 
to  redetermination  by  any  court  or  any 
other  officer.  Subject  to  toe  requirements 
of  this  paragraph  (c),  toe  agency  may 
permit  a  third-party  contractor  respon¬ 
sible  for  relocation  activities  to  examine 
and  recommend  action  on  a  claim  and  to 
disbm-se  funds  in  pa3rment  of  a  claim 
which  has  been  approved  by  the  agency. 

(d)  Prompt  payment.  A  relocation 
payment  shall  be  made  by  toe  agency 
as  promptly  as  possible  after  a  site  oc¬ 
cupant’s  eligibility  has  been  determined 
in  accordance  with  the  regulations  in 
this  part. 

(e)  Agency  setoff  against  claim.  The 
agency  may  set  off  against  toe  claim  of 
an  otherwise  eligible  site  occupant  any 
financial  claim  toe  agency  may  have 
against  the  site  occupant  arising  out  of 
the  use  of  the  real  property. 

(f)  Approval  by  HUD — business  con¬ 
cerns.  No  claim  for  a  relocation  payment 
for  moving  expenses  or  settlement  costs, 
or  both,  shall  be  paid  without  toe  con¬ 
currence  of  HUD  if  the  claim  exceeds 
$10,000.  No  claim  for  a  relocation  pay¬ 
ment  for  moving  expenses  which  Involves 
additions,  improvements,  alterations,  or 
other  physical  changes,  described  in 
S  41.2(1)  (2),  shall  be  paid  aithout  the 
concurrence  of  HUD. 

(g)  Temporary  moves.  No  relocation 
payment  shall  be  made  to  a  site  occupant 
for  a  temporary  move. 

(h)  Reimbursement  of  relocation  pay¬ 
ments.  Relocation  payments  made  in  ac¬ 
cordance  with  the  regulations  in  this 
part  and  pursuant  to  a  Federal  financial 
assistance  contract  are  reimbursable  in 
full  to  toe  agency  as  a  Federal  grant. 

(i)  Accounts  and  records.  Accoimts 
and  records  shall  be  subject  to  inspection 
or  audit  at  all  reasonable  times  by  HUD. 
Records  pertaining  to  eligibility  for  re¬ 


location  payments,  including  all  claims, 
receipted  bills,  or  other  documentation 
in  support  of  a  claim,  and  records  per¬ 
taining  to  action  on  a  claim,  shall  be 
retained  by  toe  agency  for  not  less  than 
3  years  after  the  completion  of  the  fed¬ 
erally  assisted  activities. 

§  41.12  Filing  of  rlaims. 

(a)  Form  of  claim.  To  obtain  a  relo¬ 
cation  payment,  site  occupants  shall  file 
written  claims  with  toe  agency  on  the 
appropriate  HUD  forms. 

(b)  Documentation  in  support  of  a 
claim.  A  claim  shall  be  supported  by 
the  following: 

(1)  If  for  moving  expenses,  except  in 
the  case  of  a  fixed  payment,  a  receipted 
bill  or  other  evidence  of  such  expenses. 
By  prearrangement  between  the  agency, 
toe  site  occupant,  and  toe  mover,  evi¬ 
denced  in  writing,  the  claimant  or  the 
mover  may  present  an  unpaid  moving  bill 
to  the  agency,  and  the  agency  may  pay 
toe  mover  directly. 

(2)  If  for  actual  direct  loss  of  prop¬ 
erty,  written  evidence  thereof,  which 
may  include  appraisals,  certified  prices, 
copies  of  bills  of  sale,  receipts,  canceled 
checks,  copies  of  advertisements,  offers 
to  sell,  auction  records,  and  such  other 
records  as  may  be  appropriate  to  sup¬ 
port  the  claim. 

(3)  In  any  other  case,  such  docu¬ 
mentation  as  may  be  required  by  toe 
agency,  which  may  include  income  tax 
returns,  withholding  or  information 
statements,  and  proof  of  age. 

(c)  Time  for  filing  claims.  A  claim  tor 
moving  expenses,  actual  direct  loss  of 
property  settlement  costs,  or  a  small 
business  displacement  payment  shall 
be  submitted  to  the  agency  within  a 
period  of  6  months  after  the  dis¬ 
placement  of  the  site  occupant.  A 
claim  for  a  relocation  adjustment  pay¬ 
ment  or  for  an  additional  relocation  pay¬ 
ment  shall  be  submitted  within  a  period 
of  6  months  after  the  displacement  of 
the  site  occupant.  A  claim  for  a  replace¬ 
ment  housing  payment  shall  be  sub¬ 
mitted  within  18  months  after  the  dis¬ 
placement  of  the  claimant.  The  time 
limitations  in  this  paragraph  (c)  may 
be  waived  by  the  agency  for  good  cause 
with  HUD  concurrence. 

§41.1.3  Limilntions  on  amount  of  rcio* 
ration  paymcnt<i. 

(a)  Moving  expenses  and  loss  of  prop¬ 
erty — (1)  Maximum  amount — individ¬ 
uals  and  families.  The  maximum  reloca¬ 
tion  payment  that  may  be  made  or  rec¬ 
ognized  for  moving  expenses  and  actual 
direct  loss  of  property,  for  which  re¬ 
imbursement  or  compensation  is  not 
otherwise  made,  shall  not  exceed  $200  in 
the  case  of  individuals,  families,  or  two 
or  more  imrelated  Individuals  occupying 
the  same  dwelling  unit. 

(2)  Maximum  amount — business  con¬ 
cerns.  The  maximum  relocation  payment 
that  may  be  made  or  recognized  in  toe 
case  of  a  business  concern  for  moving 
expenses  and  actual  direct  loss  of  prop¬ 
erty,  for  which  reimbursement  or  com¬ 
pensation  is  not  otherwise  made,  shall 
not  exceed  $3,000.  If  the  total  of  toe  ac¬ 
tual  certified  moving  expenses  incurred 
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committees  of  the  House  and  Senate 
having  legislative  Jurisdiction  over  the 
program  or  activity  Involved,  a  full 
written  report  of  the  circumstances  and 
the  erroimds  for  such  action.  Any  ac¬ 
tion  to  suspend  or  terminate  or  to  refuse 
to  grant  or  to  continue  Federal  financial 
assistance  shall  be  limited  to  the  particu¬ 
lar  political  entity,  or  part  thereof,  or 
other  recipient  as  to  whom  such  a  finding 
has  been  made  and  shall  be  limited  In 
Its  effect  to  the  particular  program,  or 
part  thereof.  In  which  such  noncompli¬ 
ance  has  been  so  found. 

(d)  Other  means  authorized  by  law. 
No  action  to  effect  compliance  by  any 
other  means  authorized  by  law  shall  be 
taken  until  (1)  the  responsible  Depart¬ 
ment  official  has  determined  that  com¬ 
pliance  cannot  be  secured  by  volimtary 
means,  (2)  the  action  has  been  approved 
by  the  Secretary,  (3)  the  applicant  or  re¬ 
cipient  has  been  notified  of  Its  failure  to 
comply  and  of  the  action  to  be  taken 
to  effect  compliance,  and  (4)  the  expira¬ 
tion  of  at  least  ten  days  from  the  mailing 
of  such  notice  to  the  applicant  or  recip¬ 
ient.  During  Uds  period  of  at  least  ten 
days  additional  efforts  shall  be  made  to 
persuade  the  applicant  or  recipient  to 
comply  with  this  Part  1  and  to  take  such 
corrective  action  as  may  be  appropriate. 

§1.9  Hearings. 

(a)  Opportunity  for  hearing.  When¬ 
ever  an  opportunity  for  a  hearing  is  re¬ 
quired  by  S  1.8(c).  reasonable  notice 
shall  be  given  by  registered  or  certified 
mall,  return  receipt  requested,  to  the 
affected  applicant  or  recipient.  This 
notice  shall  advise  the  appllcaiit  or  re¬ 
cipient  of  the  action  proposed  to  be 
taken,  the  specific  provision  under  which 
the  propos^  action  against  it  is  to  be 
taken,  and  the  matters  of  fact  or  law 
asserted  as  the  basis  for  this  action,  and 
either  (1)  fix  a  date  not  less  than  20 
days  after  the  date  of  such  notice  within 
which  the  applicant  or  recipient  may 
request  of  the  responsible  Department 
official  that  the  matter  be  scheduled  for 
hearing  or  (2)  advise  the  applicant  or  re¬ 
cipient  that  the  matter  In  question  has 
been  set  down  for  hearing  at  a  stated 
time  and  place.  The  time  and  place  so 
fixed  shall  be  reasonable  and  shall  be  sub¬ 
ject  to  change  for  cause.  The  complain¬ 
ant,  If  any,  shall  be  advised  of  the  time 
and  place  of  the  hearing.  An  applicant 
or  recipient  may  waive  a  hearing  and  sub¬ 
mit  written  Information  and  argument 
for  the  record.  The  failure  of  an  appli¬ 
cant  or  recipient  to  request  a  hearing 
under  this  paragraph  (a)  or  to  appear  at 
a  hearing  for  which  a  date  has  b^n  set 
shall  be  deemed  to  be  a  waiver  of  the 
right  to  a  hearing  under  section  602  of 
the  Act  and  S  1.8(c)  of  this  Part  1  and 
consent  to  the  making  of  a  decision  on 
the  basis  of  such  information  as  Is 
available. 

Time  and  place  of  hearing.  Hear¬ 
ings  shall  be  held  at  the  offices  of  the 
Department  in  Washington,  D.C.,  at  a 
time  fixed  by  the  responsible  Department 
official  unless  he  determines  that  the 
convenience  of  the  applicant  or  recipient 
or  of  the  Department  requires  that  an- 
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other  place  be  selected.  Hearings  shall  be 
held  before  the  responsible  Department 
official  or,  at  his  discretion,  before  a  hear¬ 
ing  examiner  designated  in  accordance 
with  sections  3105  and  3344  of  title  5. 
United  States  Code. 

(c)  Right  to  counsel.  In  all  proceed¬ 
ings  under  this  section,  the  applicant  or 
recipient  and  the  Department  shall  have 
the  right  to  be  represented  by  coimsel. 

(d)  Procedures,  evidence,  and  record. 
(1)  The  hearing,  decision,  and  any  ad¬ 
ministrative  review  thereof  shall  be  con¬ 
ducted  in  conformity  with  5  U.S.C.  554- 
557  and  in  accordance  with  the  practice 
and  procedure  for  hearings  issued  by  the 
Department  and  published  in  Part  2  of 
this  subtitlte  relating  to  the  conduct  of 
the  hearing,  giving  of  notices  subsequent 
to  those  provided  for  in  paragraph  (a) 
of  this  section,  taking  of  testimony,  ex¬ 
hibits,  arguments  and  briefs,  requests 
for  findings,  and  other  related  matters. 
Both  the  Department  and  the  applicant 
or  recipient  shall  be  entitled  to  introduce 
all  relevant  evidence  on  the  issues  as 
stated  in  the  notice  for  hearing  or  as 
determined  by  the  officer  conducting  the 
hearing  at  the  outset  of  or  during  the 
hearing. 

(2)  Technical  rules  of  evidence  shall 
not  apply  to  hearings  conducted  pursu¬ 
ant  to  this  Part  1.  but  rules  or  prlnclplea 
designed  to  assure  production  of  the 
most  credible  evidence  available  and  to 
subject  testimony  to  test  by  cross-exam¬ 
ination  shall  be  applied  where  reason¬ 
ably  necessary  by  the  officer  conducting 
the  hearing.  The  hearing  officer  may 
exclude  irrelevant,  immaterial,  or  un¬ 
duly  repetitious  evidence.  All  docu¬ 
ments  and  other  evidence  offered  or 
taken  for  the  record  shall  be  open  to 
examination  by  the  Agency  and  the  ap¬ 
plicant  or  recipient,  and  opportunity 
shall  be  given  to  refute  facts  and  argu¬ 
ments  advanced  on  either  side  of  the 
Issues.  A  transcript  shall  be  made  of 
the  oral  evidence  except  to  the  extent 
the  substance  thereof  Is  stipulated  for 
the  record.  All  decisions  sh^l  be  based 
upon  the  hearing  record  and  written 
findings  shall  be  made. 

(e)  Consolidated  or  joint  hearings. 
In  cases  In  which  the  same  or  related 
facts  with  respect  to  two  or  more  pro¬ 
grams  or  actMtles  to  which  this  Part  1 
applies  are  asserted  to  constitute  non- 
compliance  with  this  Part  1  or  noncom¬ 
pliance  with  this  Part  1  and  the  regu¬ 
lations  of  one  or  more  other  Federsd 
departments  or  agencies  Issued  under 
Title  VI  of  the  Act.  the  Secretary 
may.  by  agreement  with  such  other  de¬ 
partments  or  agencies,  where  applicable, 
provide  for  the  conduct  of  consolidated 
or  joint  hearings,  and  for  the  applica¬ 
tion  to  such  hearings  of  rules  of  pro¬ 
cedure  not  Inconsistent  with  this  Part  1. 
Pinal  decisions  In  such  cases.  Insofar  as 
this  Part  1  Is  concerned,  shall  be  made 
in  accordance  with  §  1.10. 

§  1.10  und  nolico. 

(a>  Decision  by  person  other  than  the 
responsible  Department  official.  If  the 
hearing  is  held  by  a  hearing  examiner, 
such  hearing  examiner  shall  either  make 


an  initial  decision,  if  so  authorized,  or 
certify  the  entire  record  including  his 
recommended  findings  and  proposed  de¬ 
cision  to  the  responsible  Department  offi¬ 
cial  for  a  final  decision,  and  a  copy  of 
such  initial  decision  or  certification  shall 
be  mailed  to  the  applicant  or  recipient 
by  certified  or  registered  mail,  return  re¬ 
ceipt  requested.  Where  the  initial  deci¬ 
sion  is  made  by  the  hearing  examiner, 
the  applicant  or  recipient  may,  within 
the  period  provided  for  in  the  rules  of 
procedure  issued  by  the  Department 
(Part  2  of  this  subtitle),  file  with  the 
responsible  Department  official  his  ex¬ 
ceptions  to  the  initial  decision,  writh  liis 
reasons  therefor.  In  the  absence  of  ex¬ 
ceptions,  the  responsible  Department  of¬ 
ficial  may  on  his  own  motion  within  45 
days  after  the  initial  decision  serve  on  the 
applicant  or  recipient  a  notice  that  he 
will  review  the  decision.  Upon  the  filing 
of  such  exceptions  or  of  such  notice  of 
review  the  responsible  Department  offic>&l 
shall  review  the  initial  decision  and 
issue  his  own  decision  thereon  including 
the  reasons  therefor.  In  the  absence  of 
either  exceptions  or  a  notice  of  review 
the  initial  decision  shall  constitute  the 
final  decision  of  the  responsible  Depart¬ 
ment  official,  in  which  event  a  copy  shall 
also  be  sent  to  the  complainant. 

(b)  Decisions  on  record  or  review  by 
the  responsible  Department  official. 
Whenever  a  record  Is  certified  to  the  re¬ 
sponsible  Department  official  for  decision 
or  he  reviews  the  decision  of  a  hearing 
examiner  pursuant  to  paragraph  (a)  of 
this  section,  or  whenever  the  responsible 
Department  official  conducts  the  hearing, 
the  applicant  or  recipient  shall  be  given 
reasonable  opportunity  to  file  with  him 
briefs  or  other  written  statements  of  Its 
contentions,  and  a  copy  of  the  final  deci¬ 
sion  of  the  responsible  Department  offi¬ 
cial  shall  be  given  In  writing  to  the  ap¬ 
plicant  or  recipient,  and  to  the  complain¬ 
ant.  If  any,  by  certified  or  registered  mail, 
return  receipt  requested. 

(c)  Decisions  on  record  where  a  hear¬ 
ing  is  waived.  Whenever  a  hearing  Is 
waived  pursuant  to  §  1.9(a)  a  decision 
shall  be  made  by  the  responsible  Depart¬ 
ment  official  on  the  record  and  a  copy  of 
such  decision  shall  be  given  in  writing  to 
the  applicant  or  recipient,  and  to  the 
complainant,  if  any,  by  certified  or  regis¬ 
tered  mail,  return  receipt  requested. 

(d)  Rulings  required.  Each  decision 
of  a  hearing  examiner  or  responsible 
Department  official  shall  set  forth  his 
ruling  on  each  finding,  conclusion,  or  ex¬ 
ception  presented,  and  shall  Identify  the 
requirement  or  requirements  imposed  by 
or  pursuant  to  this  Part  1  with  which  It 
Is  found  that  the  applicant  or  recipient 
has  failed  to  comply. 

(e)  Content  of  orders.  The  final  de¬ 
cision  may  provide  for  suspension  or 
termination  of,  or  refusal  to  grant  or 
continue  Federal  financial  assistance,  in 
whole  or  In  part,  under  the  program  or 
activity  Involved,  and  may  contain  such 
terms,  conditions,  and  other  provisions 
as  are  consistent  with  and  will  effectuate 
the  purposes  of  the  Act  and  this  Part  1, 
Including  provisions  designed  to  assure 
that  no  F^eral  financial  assistance  will 
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by  the  LPA)  for  the  site  occupant  to 
vacate  the  real  property. 

(2)  In  the  case  of  voluntary  rehabili¬ 
tation,  the  commencement  of,  or  notice 
by  the  owner  of  the  real  property  of  the 
commencement  of.  voluntary  rehabilita¬ 
tion  of  the  building  or  other  improve¬ 
ment,  or  the  part  thereof  occupied  by 
the  site  occupant  which  makes  it  neces¬ 
sary  (as  determined  by  the  LPA)  for  the 
site  occupant  to  vacate  the  real  property. 

(3)  In  the  case  of  either  code  enforce¬ 
ment  or  voluntary  rehabilitation,  an  in¬ 
crease  or  a  notice  of  increase  in  rent  for 
the  rent  period  Involved  amounting  to 
not  less  than  25  percent  in  the  case  of  a 
business  concern  and  not  less  than  10 
percent  in  the  case  of  an  Individual  or 
family:  Provided,  That  in  the  case  of  an 
individual  or  fa^ly  the  increase  shall 
also  resxilt  in  a  rent  exceeding  the  stand¬ 
ards  established  by  the  IPA  for  the  dls- 
placees’  ability  to  pay. 

§  41.23  Code  enforcenieni  or  demolition 
grants. 

(a)  General.  A  site  occupant  is  eligi¬ 
ble  for  a  relocation  payment  if  the  dis¬ 
placement  is: 

(1)  Prom  real  property  within  the 
code  enforcement  or  demolition  grant 
project  area  on  or  after  (i)  the  date  of 
execution  of  a  Federal  financial  assist- 
ance  contract,  or  (li)  the  date  of  HUD 
approval  of  a  budget  for  a  program  of 
concentrated  code  enforcement,  or  (ili) 
the  date  of  HUD  approval  of  an  applica¬ 
tion  for  a  demolition  grant:  Provided. 
That  In  the  case  of  approval  of  such 
budget  or  application  a  Federal  financial 
assistance  contract  is  thereafter  exe¬ 
cuted  for  the  area;  and 

(2)  Made  necessary  by  (i)  code  en¬ 
forcement  activities  as  further  defined  in 
paragraph  (b)  of  this  section,  (11)  a  pro¬ 
gram  of  voluntary  rehabilitation  of 
buildings  or  other  improvements  in 
accordance  with  the  program  of  concen¬ 
trated  code  enforcement  and  public  im¬ 
provement,  as  further  defined  in  para¬ 
graph  (c)  of  this  section,  (iii)  acquisition 
of  real  property  by  tlie  code  agency  or 
any  other  public  body  in  connection  with 
a  federally  assisted  program  of  concen¬ 
trated  code  enforcement  and  public  im¬ 
provement  as  further  defined  in  para¬ 
graph  (d)  of  this  section,  or  (iv) 
demolition  activities  as  further  defined 
in  paragraph  (e)  of  this  section. 

(b)  Displacement  made  necessary  by 
code  enforcement.  The  displacement  of 
a  site  occupant  from  a  code  enforcement 
area  is  deemed  made  necessary  by  code 
enforcement  if  the  vacation  of  the  real 
property  occurs  on  or  after  the  com¬ 
mencement  of  code  enforcement,  or  the 
receipt  of  notice  by  the  site  occupant 
that  code  enforcement  will  be  required, 
with  respect  to  the  real  property  occu¬ 
pied  by  toe  site  occupant  under  either  of 
the  following  circumstances: 

(1)  The  code  enforcement  cannot 
reasonably  be  undertaken  without  toe 
vacation  of  the  real  property  by  the  site 
occupant  and  the  code  agency  so 
determines;  or 

(2)  In  the  case  of  a  tenant,  toe  owner 
has  increased  the  rent  or  has  notified  the 


tenant  of  an  increase  in  rent  amounting 
to  not  less  than  23  percent  in  toe  case  of 
a  business  concern  and  not  less  than  10 
percent  in  the  case  of  an  individual  or 
family:  Provided.  That  in  the  case  of  an 
individual  or  family  the  increase  shall 
also  result  in  a  rent  exceeding  the 
standards  established  by  the  code 
agency  for  displacees’  ability  to  pay. 

No  claim  based  upon  code  enforcement 
shall  be  approved  unless  the  code  agency 
shall  have  determined  that  toe  site  occu¬ 
pant  was  displaced  by  such  activities. 

(c)  Displacement  made  necessary  by 
voluntary  rehabilitation.  The  displace¬ 
ment  of  a  site  occupant  from  a  code  en¬ 
forcement  area  is  deemed  made  neces¬ 
sary  by  voluntary  rehabilitation: 

(1)  Upon  the  commencement  of  such 
rehabilitation  of  the  building  or  other 
improvement,  or  the  part  thereof  occu- 
pi^  by  the  site  occupant  which  makes  it 
necessary  (as  determined  by  the  code 
agency)  for  toe  site  occupant  to  vacate 
the  real  property;  or 

(2)  In  the  case  of  a  tenant,  an  in¬ 
crease  or  a  notification  of  an  increase  in 
rent  amoimting  to  not  less  than  25  per¬ 
cent  in  the  case  of  a  business  concern 
and  not  less  than  10  percent  in  the  case 
of  an  individual  or  family:  Provided, 
That  in  the  case  of  an  individual  or 
family  the  increase  shall  also  exceed  the 
standards  established  by  toe  code  agency 
for  displacees’  ability  to  pay. 

(d)  Displacement  made  necessary  by 
acquisition.  The  displacement  of  a  site 
occupant  from  a  code  enforcement 
project  area  is  deemed  made  necessary 
by  acquisition  if  the  vacation  of  the  real 
property  occurs  after  the  code  agency  or 
other  public  body  acquiring  the  legal  or 
equitable  title  or  the  right  to  possession 
has  ordered  the  site  occupant  to  vacate 
the  real  property.  No  claim  based  upon 
acquisition  of  real  property  by  a  public 
body  other  than  the  code  agency  shall 
be  approved  unless  the  code  agency  has 
determined  that  toe  site  occupant  was 
displaced  by  the  acquisition  or  in  con¬ 
templation  thereof.  The  determination 
shall  be  supported  by  a  signed  statement 
from  the  public  body  Indicating  ( 1 )  when 
it  acquired  or  proposes  to  acquire  the 
property  occupied  by  the  site  occupant, 
and  (2)  whether  it  compensated  or  has 
agreed  to  compensate  the  site  occupant 
for  moving  expenses,  actual  direct  loss 
of  property,  or  settlement  costs  result¬ 
ing  from  the  displacement. 

(e)  Displacement  made  necessary  by 
demolition.  The  displacement  of  a  site 
occupant  from  a  demolition  grant 
project  area  Is  deemed  made  necessary 
by  demolition  if  the  vacation  of  the  real 
property  occurs  after  the  code  agency 
has  ordered  the  real  property  to  be  va¬ 
cated  and  demolished. 

§  41 .2  4  Interim  at^sUlanre  areas. 

(a)  Displacement.  A  site  occupant  is 
eligible  for  a  relocation  payment  if  the 
displacement  is: 

(1)  From  private  real  property  within 
the  interim  assistance  project  area  on  or 
after  the  date  of  execution  of  a  Federal 
financial  assistance  contract  or  the  date 


of  HUD  approval  of  a  budget  for  a  pro¬ 
gram  of  Interim  assistance:  Provided, 
That  in  toe  latter  case  a  Federal  finan¬ 
cial  assistance  contract  Is  thereafter 
executed  for  the  area;  and 

(2)  Made  necessary  by  (i)  activities 
designed  to  improve  private  properties 
to  the  extent  needed  to  eliminate  the 
most  immediate  dangers  to  the  public 
health  and  safety,  as  further  defined  in 
paragraph  (b)  of  this  section,  (ii)  acqui¬ 
sition  of  real  property  by  the  agency  in 
connection  with  a  federally  assisted  pro¬ 
gram  of  Improvement  of  private  prop¬ 
erties,  as  further  defined  in  paragraph 
(c)  of  this  section,  or  (iii)  demolition  of 
structures  determined  to  be  structurally 
unsound  or  unfit  for  human  habita¬ 
tion,  and  which  constitute  a  public  nui¬ 
sance  and  serious  hazard  to  the  public 
health  and  safety,  as  further  defined  in 
paragraph  (d)  of  this  section. 

(b)  Displacement  made  necessary  by 
improvement  of  private  properties.  Tlie 
displacement  of  a  site  occupant  from  an 
interim  assistance  project  area  is 
deemed  made  necessary  by  improvement 
of  private  properties  if  the  vacation  of 
the  private  real  property  occurs  on  or 
after  the  commencement  of  improve¬ 
ment  activities,  or  the  receipt  of  notice 
by  the  site  occupant  that  improvements 
will  be  required  with  respect  to  private 
real  property  occupied  by  the  site  occu¬ 
pant,  and  if : 

(1)  The  improvement  is  necessary  to 
eliminate  the  most  immediate  dangers 
to  public  health  and  safety,  and  the 
agency  so  determines,  and  the  improve¬ 
ment  cannot  reasonably  by  undertaken 
without  the  vacation  of  the  real  prop¬ 
erty  by  the  site  occupant  and  the  agency 
so  determines.  No  claim  based  upon  in¬ 
terim  assistance  involving  improvement 
of  private  properties  shall  be  approved 
unles.s  the  agency  shall  have  determined 
that  the  claimant  was  displaced  by  such 
activities.  The  determination  shall  be 
supported  by  a  statement  by  the  agency 
giving  the  factual  basis  on  which  the 
determination  was  made;  or 

(2)  In  the  case  of  a  tenant,  the  owner 
has  increased  the  rent,  or  has  notified 
the  tenant  of  an  increase  in  rent, 
amoimting-  to  not  less  than  25  percent  in 
the  case  of  a  business  concern  and  not 
less  than  10  percent  in  the  case  of  an 
individual  or  family:  Provided.  That  in 
the  case  of  an  individual  or  family  the  in¬ 
crease  shall  also  resiUt  in  a  rent  exceed¬ 
ing  the  standards  established  by  the 
agency  for  displacees’  ability  to  pay. 

(c)  Displacement  made  necessary  by 
acquisition.  The  displacement  of  a  site 
occupant  from  an  interim  assistance 
project  area  Is  deemed  made  necessary  by 
acquisition  if  the  vacation  of  the  real 
property  occurs  after  the  agency  has  ac¬ 
quired  legal  or  equitable  title  or  toe  right 
to  possession  and  has  ordered  the  site 
occupant  to  vacate  toe  real  property. 

(d)  Displacement  made  necessary  by 
demolition  of  unfit  structures.  ’The  dis¬ 
placement  of  a  site  occupant  from  an 
interim  assistance  project  area  is  deemed 
made  necessary  by  demolition  of  unfit 
structures  if  the  vacation  of  the  real 
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property  occurs  under  the  following 
circumstances: 

(1)  The  structures  occupying  the  real 
property  are  structually  tmsoxmd  or  un¬ 
fit  for  human  habitation  and  constitute 
a  public  nuisance  and  serious  hazard 
to  the  public  health  and  safety,  and  the 
agency  has  so  determined;  and 

(2)  The  vacation  of  the  real  prop¬ 
erty  occurs  after  the  agency  has  ordered 
the  real  property  to  be  vacated  and 
demolished. 

§41.25  Low-rent  public  housing. 

fa)  Displacement.  A  site  occupant  is 
eligible  for  a  relocation  payment  if  the 
displacement  of  the  site  occupant  is: 

(1)  From  real  property  within  the 
low-rent  public  housing  project  area  on 
or  after  the  date  of  execution  of  the  per¬ 
tinent  annual  contributions  contract  (or 
the  date  of  tentative  site  approval  by 
HUD,  whichever  date  is  later) ;  and 

(2)  Made  necessary  by  the  acquisition 
of  the  real  property  by  the  LHA. 

(b)  Displacement  made  necessary  hy 
acquisition.  A  site  occupant  of  real  prop¬ 
erty  within  the  low-rent  public  housing 
area  on  the  date  of  execution  of  the  ap¬ 
plicable  annual  contributions  contract 
(or  the  date  of  tentative  site  approval  by 
HUD,  whichever  date  is  later),  which 
contemplates  acquisition  of  the  property, 
regardless  of  when  or  if  such  acquisition 
takes  place,  and  a  site  occupant  of  the 
property  at  the  time  of  its  acquisition 
may  be  deemed  displaced  by  the  acquisi¬ 
tion  upon  vacating  the  property.  For  this 
purpose,  acquisition  means  the  obtaining 
by  the  LHA  of  title  to,  or  the  right  to 
possession  of,  the  real  property. 

§  41.26  Open-spare  land,  urban  beauti¬ 
fication,  and  historic  preservation. 

(a)  Moving  expenses  and  actual  direct 
loss  of  property.  A  site  occupant  is 
deemed  displaced  by  the  acquisition  of 
real  property  for  open-space  use.  urban 
beautification,  or  historic  preservation 
and  is  eligible  for  a  relocation  payment 
for  moving  expenses  and  actual  direct 
loss  of  property  if: 

(1)  The  acquisition  of  real  property 
necessitates  its  vacation;  and 

(2)  The  site  occupant  is  (i)  an  occu¬ 
pant  of  the  real  property  on  the  date  of 
execution  of  a  Federal  grant  contract 
authorizing  the  acquisition  of  the  real 
property  (or,  if  HUD  concurrence  is  given 
for  the  acquisition  of  the  real  property 
prior  to  its  approval  of  a  Federal  grant 
contract,  the  date  of  such  HUD  con¬ 
currence,  provided  that  in  the  latter 
case  a  Federal  grant  contract  for  the 
project  is  thereafter  executed)  regard¬ 
less  of  when  or  if  such  acquisition  takes 
place,  or  (li)  the  site  occupant  is  an  oc¬ 
cupant  of  the  real  property  at  the  time 
of  its  acquisition. 

(b)  Settlement  costs.  A  site  occupant 
is  deemed  eligible  for  a  relocation  pay¬ 
ment  for  settlement  costs  if ; 

(1)  He  is  the  owner  of  the  real  prop¬ 
erty  at  the  time  of  transfer  of  title  to 
the  agency;  and 

(2)  If  the  transfer  of  title  to  the  real 
property  occurs  on  or  after  the  date  of 
execution  of  a  Federal  grant  contract 


authorizing  the  acquisition  of  the  real 
property  (or,  if  HUD  concurrence  is 
given  for  the  acquisition  of  the  real  prop¬ 
erty  prior  to  its  approval  of  a  Federal 
EPrant  contract,  on  or  after  the  date  of 
such  HUD  concurrence,  provided  that  a 
Federal  grant  contract  for  the  project  is 
thereafter  executed) . 

§  41 .27  IVrigbborhood  facilities  projects. 

(a)  Moving  expenses  and  actual  direct 
loss  of  property.  A  site  occupant  is 
deemed  displaced  by  the  project  and  is 
eligible  for  a  relocation  payment  for 
moving  expenses  and  actual  direct  loss 
of  property  if; 

(1)  The  project  necessitates  vacation 
’  of  real  property  by  the  claimant;  and 

(2)  The  site  occupant  is  (i)  an  oc¬ 
cupant  of  the  real  property  on  the  date  of 
execution  of  a  Federal  grant  contract 
authorizing  the  project  (or,  if  HUD  con¬ 
currence  is  given  for  the  commencement 
of  project  activities  causing  the  displace¬ 
ment  prior  to  HUD  approval  of  a  Fed¬ 
eral  grant  contract,  the  date  of  such  con¬ 
currence,  provided  that  in  the  latter  case 
a  Federal  grant  contract  for  the  project 
is  thereafter  executed),  or  (ii)  the  site 
occupant  is  the  occupant  of  the  real  prop¬ 
erty  on  the  date  of  its  acquisition. 

(b)  Settlement  costs.  A  claimant  for 
settlement  costs  is  eligible  for  a  reloca¬ 
tion  payment  if: 

(1)  He  is  the  owner  of  the  real  prop¬ 
erty  at  the  time  of  transfer  to  the  agency 
or  to  a  nonprofit  agency  under  its  con¬ 
trol  which  is  engaged  in  the  carrying  out 
of  the  project;  and 

(2)  The  transfer  of  title  to  the  real 
property  occurs  on  or  after  the  date  of 
execution  of  a  Federal  grant  contract 
authorizing  the  acquisition  of  the  real 
property  (or,  if  HUD  concurrence  is  given 
for  the  acquisition  of  the  real  property 
prior  to  its  approval  of  a  Federal  grant 
contract,  on  or  after  the  date  of  such 
HUD  concurrence,  provided  that  a  Fed¬ 
eral  grant  contract  for  the  project  is 
thereafter  executed) . 

§  41.28  Public  facility  loatiti;  grants  for 
basic  water  and  sewer  facilities;  and 
grants  fur  advance  acquisition  of 
land. 

(a)  Displacement.  A  site  occupant  is 
eligible  for  a  relocation  payment  if: 

(1)  The  site  occupant  is  displaced 
from  the  real  property  within  the  project 
area  on  or  after  the  date  of  the  filing 
of  an  application  for  Federal  financial 
assistance;  and 

(2)  A  Federal  financial  assistance  con¬ 
tract  is  executed  under  title  II  of  the 
Housing  Amendments  of  1955  (42  U.S.C. 
1491-1497)  or  section  702  or  704  of  the 
Housing  and  Urban  Development  Act  of 
1965  (42  U.S.C.  3102  or  3104) ;  and 

(3)  The  acquisition  or  use  of  such  real 
property  is  determined  by  HUD  to  be 
necessary  in  connection  with  a  project 
under  the  program;  and 

(4)  The  site  occupant  vacates  after  (1) 
the  Agency  acquires  title  to  or  use  of  the 
property  in  connection  with  the  program; 
or  (ii)  the  agency  becomes  entitled  to 
possession  of  the  real  property  pursuant 
to  a  proceeding  in  condemnation;  or  (iii) 


a  binding  contract  for  the  purchase  of 
the  real  property  Is  entered  into  by  the 
Agency  and  the  owner  of  such  real  prop¬ 
erty  if,  in  fact,  the  real  property  is  not 
occupied  by  another  occupant  prior  to 
acquisition  of  title  to,  or  the  right  of 
possession  of,  the  real  property  by  the 
agency. 

(b)  Settlement  costs.  A  claimant  is 
eligible  for  a  relocation  payment  for 
settlement  costs  if  he  is  the  owner  of 
the  real  property  at  the  time  of  the 
transfer  of  such  real  property  to  the 
agency. 

§41.29  Model  Cities. 

A  site  occupant  is  eligible  for  reloca¬ 
tion  payment  if  the  displacement  of  the 
site  occupant  is: 

(a)  From  real  property,  on  or  after 
(1)  the  date  of  HUD  approval  of  a  com¬ 
prehensive  city  demonstration  program 
(or  an  amendment  thereof)  that  identi¬ 
fies  the  imdertaking  resulting  in  the  dis¬ 
placement  as  being  carried  out  in 
connection  with  the  program,  or  (2)  such 
earlier  date  as  may  be  approved  by  HUD 
for  a  specific  undertaking  upon  the  re¬ 
quest  of  a  city  (provided  that  in  both 
cases  a  Federal  financial  assistance  con¬ 
tract  is  thereafter,  or  has  been,  executed 
and  that  in  the  latter  case  HUD  subse¬ 
quently  approves  a  comprehensive  city 
demonstration  program,  or  an  amend¬ 
ment  thereof,  that  identifies  the  under¬ 
taking  as  one  being  carried  out  in  con¬ 
nection  with  the  program) ;  and 

(b)  On  or  after  (1)  receipt  of  a  notice 
to  vacate  from  the  owner  of  the  property 
(or  of  a  notice  of  increase  in  rent  for 
the  rent  period  involved  amoimting  to 
not  less  than  25  percent  in  the  case  of 
a  business  concern  and  not  less  than  10 
percent  in  the  case  of  an  individual  or 
family  if  in  the  latter  case  the  increase 
results  in  a  rent  exceeding  the  standards 
established  by  the  city  for  the  displacees’ 
ability  to  pay)  or,  in  the  case  of  an 
owner-occupant,  the  commencement  of 
activities  which  make  it  necessary  (as 
determined  by  the  city)  to  vacate  the 
property;  or  (2)  such  earlier  date  fixed 
by  HUD  on  the  basis  of  a  determination 
that  the  move  was  reasonably  in  contem¬ 
plation  of  a  notice  to  vacate  or  an  in¬ 
crease  in  rent  as  defined  herein. 

PART  42— RELOCATION  PAYMENTS 
AND  ASSISTANCE  AND  REAL 
PROPERTY  ACQUISITION  UNDER 
THE  UNIFORM  RELOCATION  AS¬ 
SISTANCE  AND  REAL  PROPERTY 
ACQUISITION  POLICIES  ACT  OF 
1970 

Subpart  A — General 

Sec. 

42.1  Purpose. 

42.5  Supersedure. 

42.10  Statement  of  policy. 

42.15  Statement  of  applicable  law. 

42.20  Definitions. 

52.25  Applicability  of  regulations. 

42.30  Assurances. 

42.35  Federal  share  of  costs  of  relocation 
payments  and  assistance. 

42.40  Payments  in  condemnation  proceed¬ 
ings  and  negotiated  purchases. 


FEDERAL  REGISTER,  VOL.  36,  NO.  246 — WEDNESDAY,  DECEMBER  22,  1971 


RULES  AND  REGULATIONS 


24445 


Subpart  B — Relocation  Payments 
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42.65  Actual  reasonable  moving  expenses. 
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42.85  Alternate  payments — businesses  and 
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42.90  Replacement  housing  payments  for 
homeowners. 

42.95  Replacement  housing  payments  for 
tenants  and  certain  others. 

Subpart  C— Relocation  Assistance  Advisory  Pro¬ 
gram  and  Assurance  of  Adequate  Replacement 
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42.140  Payments — expenses  Incidental  to 
transfer  of  title. 

42.145  Payments — litigation  expenses. 

42.150  Effect  upon  property  acquisition. 
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42.155  Purpose. 

42.160  Schedules  of  comparable  replace¬ 
ment  dwellings. 
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42.170  Review  of  claims. 

42.175  Prompt  payment. 

42.180  Agency  setoff  against  claim. 

42.185  Approval  by  EfflD. 

42.190  Appeals  procedure — grievances. 
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Appendix  A. 

Acthoritt:  The  provisions  of  this  Part  42 
Issued  under  sec.  213,  84  Stat.  1901;  42  U.S.C. 
4633,  and  sec.  7(d),  79  Stat.  670;  42  D.S.C. 
3535(d). 

Subpart  A — General 
§  42.1  Purpose. 

The  purpose  of  this  subpart  is  to  set 
forth  provisions  of  general  applicability 
with  respect  to  the  regulations  In  this 
part.  Such  provisions  relate  to  (a)  the 
effect  of  the  regulations  in  this  part  on 
previously  issued  regulations  pertaining 
to  relocation  payments,  (b)  statements 
of  applicable  policy  and  law,  (c)  defini¬ 
tions  of  pertinent  terms,  (d)  a  descrip¬ 
tion  of  the  dates,  and  the  entities  or  per¬ 
sons,  on  or  to  which  the  regulations  in 
this  part  are  applicable,  and  the  assur¬ 
ances  required  in  connection  with  such 
applicability,  (e)  the  extent  of  Federal 
participation  in  the  costs  of  relocation 


payments  and  assistance,  and  (f)  the  ef¬ 
fect  on  payments  provided  under  the 
regulations  in  this  part  of  duplicate  pay¬ 
ments  made  in  condemnation  proceed¬ 
ings  and  negotiated  purchases. 

§  42.5  Siiperiirilure. 

The  regulations  in  this  part  supersede 
those  currently  appearing  at  Part  41  of 
this  subtitle  to  the  extent  that  the 
regulations  issued  hereunder  are,  imder 
§  42.25,  applicable. 

§  42.10  i'liitomont  of  policy. 

The  purpose  of  the  regulations  in  this 
part  is  to  carry  out  the  following  poli¬ 
cies  of  the  Uniform  Relocation  Assist¬ 
ance  and  Real  Property  Acquisition 
Policies  Act  of  1970  (Public  Law  91-646. 
84  Stat.  1894;  42  U.8.C.  4601) ,  hereinafter 
referred  to  as  the  “Act”: 

(a)  To  insure  that  imiform,  fair,  and 
equitable  treatment  be  afforded  persons 
displaced  as  a  result  of  federally  assisted 
projects  in  order  that  such  persons  shall 
not  suffer  disproportionate  injuries  as  a 
result  of  programs  designed  for  the  bene¬ 
fit  of  the  public  as  a  whole,  and 

(b)  In  the  acquisition  of  real  property 
for  a  federally  assisted  project,  to  en¬ 
courage  and  expedite  acquisition  by 
agreements  with  owners  of  such  prop¬ 
erty,  to  avoid  litigation  and  relieve  con¬ 
gestion  in  courts,  to  assure  consistent 
treatment  for  owners  of  real  property  to 
be  so  acquired,  and  to  promote  public 
confidence  in  Federal  land  acquisition. 

§  42.15  Slatement  of  appliruble  law. 

(a)  Section  210  of  the  Act  requires  sat¬ 
isfactory  assurance  from  a  State  agency 
that  specified  relocation  payments  and 
relocation  assistance  will  be  provided, 
and  replacement  dwellings  wnll  be  avail¬ 
able,  to  displaced  persons  as  a  condition 
to  Federal  approval  of  any  grant  or  loan 
to,  or  contract  or  agreement  wdth,  such 
State  agency  under  which  Federal  finan¬ 
cial  assistance  will  be  made  available 
to  pay  all  or  part  of  the  cost  of  any  pro¬ 
gram  or  project  which  will  result  in  the 
displacement  of  any  person  on  or  after 
the  effective  date  of  the  Act. 

(b)  Section  305  of  the  Act  requires 
satisfactory  assurances  from  a  State 
agency  that  in  acquiring  real  property  it 
will  be  guided,  to  the  greatest  extent 
practicable  imder  State  law,  by  specified 
land  acquisition  policies,  and  that  speci¬ 
fied  payments  will  be  made  to  property 
owners,  as  a  condition  to  Federal  ap¬ 
proval  of  any  grant  or  loan  to,  or  con¬ 
tract  or  agreement  with,  any  State 
agency  under  which  Federal  financial 
assistance  will  be  available  to  pay  all  or 
part  of  the  cost  of  any  program  or 
project  which  will  result  in  the  acquisi¬ 
tion  of  real  property  on  and  after  the 
effective  date  of  the  Act. 

(c)  Section  211(c)  of  the  Act  provides 
that  any  grant  to,  or  contract  or  agree¬ 
ment  with,  a  State  agency  executed  be¬ 
fore  the  effective  date  of  the  Act  under 
which  Federal  financial  assistance  will 
be  available  to  pay  all  or  part  of  the  cost 
of  any  program  or  project  which  will  re¬ 
sult  in  the  displacement  of  any  person  on 
or  after  such  date,  shall  be  amended  to 


Include  the  cost  of  providing  payments 
and  services  imder  the  Act. 

(d)  Section  211(a)  of  the  Act  provides 
that  the  cost  to  a  State  agency  of  provid¬ 
ing  such  payments  and  assistance  shall 
be  included  as  part  of  the  cost  of  a  pro¬ 
gram  or  project  for  which  Federal  finan¬ 
cial  assistance  is  available  to  such  State 
agency.  Section  211(a)  also  provides  that 
where  the  Federal  financial  assistance  is 
by  grant  or  contribution,  the  Federal 
Government  shall  pay  the  full  amount  of 
the  first  $25,000  of  the  cost  of  such  pay¬ 
ments  and  assistance  so  provided  by  the 
State  agency  to  a  displaced  person  on 
account  of  any  acquisition  or  displace¬ 
ment  occurring  prior  to  July  1,  1972,  and 
where  such  Federal  financial  assistonce 
is  by  loan,  the  Federal  agency  shall  loan 
the  State  agency  the  first  $25,000  of  such 
costs. 

(e)  Subject  to  section  221(c)  of  the 
Act,  section  220(a)  repealed  the  follow¬ 
ing  provisions  of  law:  Section  114  of  the 
Housing  Act  of  1949  (42  U.S.C.  1465); 
paragraphs  (7)(b)(iii)  and  (8)  of  sec¬ 
tion  15  of  the  United  States  Housing  Act 
of  1937  (42  U.S.C.  1415,  1415(8) ),  except 
the  first  sentence  of  paragraph  (8) ;  sec¬ 
tion  404  of  the  Housing  and  Urban 
Development  Act  of  1965  (42  U.S.C. 
3074) ;  section  107  (b)  and  (c)  of  the 
Demonstration  Cities  and  Metropolitan 
Development  Act  of  1966  (42  U.S.C. 
3307).  Subject  to  section  221(c)  of  the 
Act,  section  306  repealed  sections  401, 
402,  ahd  403  of  the  Housing  and  Urban 
Deveiopment  Act  of  1965  (42  U.S.C.  3071- 
3073) .  Sections  220(b)  and  306  of  the  Act 
provide  that  any  rights  or  liabilities 
existing  under  prior  Acts  shall  not  be 
affected  by  such  repeals. 

(f)  Section  221  of  the  Act  provides 
that  the  Act  shall  take  effect  on  the  date 
of  its  enactment  (January  2,  1971)  ex¬ 
cept  that  until  July  1,  1972,  sections 
210  and  305  of  said  Act  with  respect  to 
assurances  required  of  State  agencies 
shall  be  applicable  to  a  State  only  to  the 
extent  that  such  State  is  able  imder  its 
laws  to  comply  with  such  sections,  and 
that  certain  repeals  (specified  in  para¬ 
graph  (e)  of  this  section)  made  by  sec¬ 
tions  220(a)  and  306  of  the  Act  shall  not 
apply  to  any  State  so  long  as  sections 
210  and  305  are  not  applicable  in  such 
State. 

§  42.20  Definitions. 

For  the  purpose  of  the  regulations  in 
this  part,  the  following  terms  shall 
mean: 

(a)  Business.  Any  lawful  activity, 
excepting  a  farm  operation,  conducted 
primarily:  (1)  For  the  purchase,  sale, 
lease,  and  rental  of  personal  and  real 
property,  and  the  manufacture,  process¬ 
ing,  or  marketing  of  products,  commodi¬ 
ties,  or  any  other  personal  property;  (2) 
for  the  sale  of  services  to  the  public; 
(3)  by  a  nonprofit  organization;  or  (4) 
solely  for  the  purposes  of  payments 
under  §§  42.65,  42.70,  and  42.75,  for 
assisting  in  the  purchase,  sale,  resale, 
manufacture,  processing,  or  marketing 
of  products,  commodities,  personal  prop¬ 
erty,  or  services  by  the  erection  and 
maintenance  of  an  outd(X)r  advertising 
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display  or  displays,  whether  or  not  such 
display  or  displays  are  located  on  the 
premises  on  which  any  at  the  above 
activities  are  conducted. 

(b)  Comparable  replacement  dwelling. 
For  the  purpose  of  computing  the  amount 
of  a  replacement  housing  paynient  under 
§S  42.90  and  42.95,  a  dwelling  which  is 

(1)  decent,  safe  and  sanitary,  and  com¬ 
parable  to  the  acquired  dwelling  with 
respect  to  number  of  rooms,  but  in  any 
event  adequate  to  accommodate  the  dis¬ 
placed  person;  (2)  in  an  area  not  sub¬ 
jected  to  unreasonable  adverse  environ¬ 
mental  conditions  from  either  natural  or 
manmade  sources,  and  not  generally  less 
desirable  than  the  acquired  dwelling  with 
respect  to  public  utilities,  public  and 
commercial  facilities  and  reasonably 
accessible  to  the  displaced  person’s  pres¬ 
ent  or  potential  place  of  employment;  (3) 
available  on  the  private  market  to  the 
displaced  person  and  available  to  all 
persons  regardless  of  race,  color,  religion, 
sex,  or  national  origin  in  a  manner  con¬ 
sistent  with  title  Vin  of  the  Civil  Rights 
Act  of  1968;  (4)  to  the  extent  practicable, 
and  where  consistent  with  subparagraph 

(1)  of  this  paragraph,  functionally  equiv- 
sJent  and  substantially  the  same  as  the 
acquired  dwelling  with  respect  to  area  of 
living  space,  age,  and  state  of  repair;  and 
(5)  within  the  financial  means  of  the  dis¬ 
placed  person,  provided  that  this  sub- 
paragraph  (5)  shall  be  construed  only  in 
accordance  with  the  intent  to  put  such 
person  in  an  equal  or  better  position. 

(c)  Decent,  safe  and  sanitary  housing. 
Housing  in  sound,  clean  and  weather- 
tight  condition,  in  conformance  with 
local  housing  codes  (or  in  the  absence  of 
local  housing  codes,  or  where  the  stand¬ 
ards  contained  in  any  such  code  are  de¬ 
termined  by  HUD  to  be  inadequate,  in 
conformance  with  standards  estobllshed 
by  HUD)  and  which  meets  the  followring 
minimum  standards; 

(1)  Each  housekeeping  unit  shall  in¬ 
clude  a  kitchen  with  a  fully  usable  sink, 
a  stove  or  connection  for  a  stove,  a  sepa¬ 
rate  and  complete  bathroom,  hot  and 
cold  running  water  in  both  bathrocmi  and 
kitchen,  an  adequate  and  safe  wiring 
system  for  lighting  and  other  electrical 
services,  and  heating  as  required  by 
climatic  conditions  and  local  codes. 

(2)  Each  nonhousekeeping  unit  shall 
be  in  conformance  with  local  code  stand¬ 
ards  for  boarding  houses,  hotels  and 
other  dwellings  for  congregate  living.  If 
such  local  codes  do  not  include  require¬ 
ments  relating  to  space  and  sanitary 
facilities  in  this  coimectlon,  standards 
shall  be  subject  to  the  approval  of  HUD. 

(3)  Occupancy  standards  shall  be  in 
conformance  with  local  codes  or  HUD- 
approved  requirements,  whichever  is 
higher. 

(d)  Displaced  person.  (1)  An  individ¬ 
ual,  family,  partnership,  corporation  or 
association  (herein  referred  to  as  a  “per¬ 
son”)  who  meets  the  basic  eligibility  re¬ 
quirements  specified  in  §  42.55  and  as  set 
out  in  general  terms  below: 

(1)  Such  person  moves  from  real  prop¬ 
erty  within  the  project  area  or  moves 
his  personal  property  from  such  real 
property  on  or  after  the  applicable  date 
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specified  in  paragraph  (a)(1)  of  S  42.55, 
and  either 

(11)  Such  person  is  displaced  as  a  re¬ 
sult  of  (a)  acquisition  of  such  real  prop¬ 
erty  in  whole  or  in  part  for  a  project, 
(b)  the  receipt  of  a  written  order  from 
the  acquiring  agency  to  vacate  such 
property  for  a  project  or  (c)  the  receipt 
of  a  wnritten  notice  from  the  acquiring 
agency  of  its  intent  to  acquire  such 
property  for  a  project,  or 

(iii)  Such  person  is  displaced  as  a  re¬ 
sult  of  code  enforcement,  voluntary  re¬ 
habilitation,  improvement  of  private 
property,  or  demolition,  as  provided  in 
paragraphs  (c),  (d),  and  (e)  of  S  42.55, 
or 

(2)  Solely  for  the  purpose  of  qualify¬ 
ing  for  the  payments  specified  in  para¬ 
graph  (a)(3)  of  §42.55,  a  person  who 
moves  from  real  property,  or  moves  his 
personal  property  from  real  property  on 
or  after  the  applicable  date  specified  in 
paragraph  (a)(1)  of  §  42.55  as  a  result  of 
such  acquisition  of  or  displacement  from 
other  real  property  on  which  such  person 
conducts  a  business  or  farm  operation. 

(e)  Dwelling.  Any  single  family  build¬ 
ing.  one  family  unit  (including  a  non¬ 
housekeeping  unit)  in  a  two-family  or 
multifamily  building,  a  unit  of  a  condo¬ 
minium  or  coor>erative  housing  project,  a 
mobile  home  or  other  residential  unit. 

(f)  Farm  operation.  Any  activity  con¬ 
ducted  solely  (n:  primarily  for  the  pro¬ 
duction  of  one  or  more  agricultural  pro¬ 
ducts  or  commodities,  including  timber, 
for  sale  or  home  use,  and  customarily 
producing  such  products  or  commodities 
in  sufScient  quantity  to  be  capable  of 
contributing  materially  to  the  operator’s 
support. 

(g)  Federal  financial  assistance.  A 
grant,  loan,  or  contribution  (except  any 
Federal  guarantee  or  Insurance)  made 
by  HUD,  including  a  grant,  loan  or  con¬ 
tribution  specified  below: 

(1)  A  loan,  a  grant,  or  a  loan  and 
grant,  for  an  urban  renewal  project 
under  title  I  at  the  Housing  Act  of  1949 
(63  Stat.  413,  414.  42  UJS.C.  1450) ; 

(2)  A  grant  for  concentrated  code  en¬ 
forcement  and  public  improvements 
imder  section  117  of  the  Housing  Act  of 
1949  (79  Stat.  478.  42  UJS.C.  1468) ; 

(3)  A  grant  for  the  demolition  of  un¬ 
safe  structures  under  section  116  of  the 
Housing  Act  of  1949  (79  Stat.  477,  42 
UJS.C.  1467) : 

(4)  A  grant  for  interim  assistance  to 
sliuns  or  blighted  areas  under  section  118 
of  the  Housing  and  Urban  Development 
Act  of  1949  (82  Stat.  525.  42  UH.C. 
1468a) ; 

(5)  A  loan,  annual  contribution,  or 
capital  grant  made  In  connection  with 
low-rent  public  housing  projects  under 
the  UH.  Housing  Act  of  1937  (50  Stat. 
888,  42  U.S.C.  1401  et  seq.) ; 

(6)  A  grant  to  acquire  land  for  open- 
space  use  or  for  a  historic  preservation 
or  urban  beautification  project  under 
tiUe  vn  of  the  Housing  Act  of  1961  (75 
Stat.  183, 42  UJ5.C.  1500) ; 

(7)  A  grant  for  a  neighborhood  facili¬ 
ties  program  under  title  vn  of  the  Hoiis- 
Ing  and  Urban  Development  Act  of  1965 
(79  Stat.  489, 42  U.S.C.  3101) ; 


(8)  A  public  facility  loan  under  title 
n  of  the  Housing  Amendments  of  1955 
(69  Stat.  642, 42  UH.C.  1491) ; 

(9)  A  water  and  sewer  facilities  grant 
under  title  VII  of  the  Housing  and  Urban 
Development  Act  of  1965  (79  Stat.  489, 
42  U.S.C.3101); 

(10)  A  grant  for  advance  acquisition 
of  land  imder  title  vn  of  the  Housing 
and  Urban  Development  Act  of  1965  (79 
Stat.  489, 42  U.S.C.3101); 

(11)  A  grant  for  the  purpose  of  cariT- 
ing  out  a  comprehensive  city  demonstra¬ 
tion  program  under  title  I  of  the  Demon¬ 
stration  Cities  and  Metropolitan  Devel¬ 
opment  Act  of  1966  (80  Stat.  1255,  42 
U.S.C.3301); 

(12)  Loans  or  grants  to  assist  edu¬ 
cational  institutions  in  construction  of 
housing  and  other  educational  facilities 
under  title  I  of  the  Housing  Act  of  1950 
(64  Stat.  48.  77;  12  U.S.C.  1749)  where 
such  payments  are  made  to  a  State 
agency; 

(13)  Loans  for  housing  for  the  elderly 
or  handicapped  under  section  202  of  the 
Housing  Act  of  1959  (73  Stat.  654,  667, 
12  U.S.C.  1701q)  where  such  loans  are 
made  to  a  State  agency; 

(14)  Where  contributions  are  made  to 
a  State  agency  and  the  performance  by 
such  State  agency,  or  by  a  private  body 
acting  on  behalf  of  such  State  agency, 
of  the  undertakings  necessary  to  enable 
It  to  receive  such  contributions  will  be 
the  direct  cause  of  displacement,  the  pay¬ 
ments  or  contributions  specified  below: 

(I)  Assistance  payments  under  section 
235  and  Interest  reduction  pasnnents  un¬ 
der  section  236  of  the  Natimial  Housing 
Act  (48  Stat.  1246,  12  U.S.C.  1715z  and 
1715Z-1), 

(II)  Below  market  Interest  rates  pro¬ 
vided  under  section  221(d)  (3)  of  the  Na¬ 
tional  Housing  Act  (12  U.S.C.  1715-1), 

(III)  Rent  supplement  payments  imder 
section  101  of  toe  Hou^ng  and  Urban 
Development  Act  of  1965  (79  Stat.  451, 
12  UJ5.C.  1701s), 

(Iv)  Grants  under  section  713(a)  and 
loans  under  section  714(a)  of  title  VH 
of  toe  Housing  and  Urban  Development 
Act  of  1970  (PubUc  Law  91-609,  84  Stat. 
1791)  to  assist  In  financing  new  commu¬ 
nity  devel(«>ment  programs. 

(h)  HUD.  Ihe  Secretary  of  Housing 
and  Urban  Development  (or,  prlOT  to 
Nov.  9,  1965,  the  Housing  and  Home  Fi¬ 
nance  Administrator)  or  an  ofiBcer  or 
employee  duly  authorized  to  perform  toe 
functions  of  toe  Secretary  or  Adminis¬ 
trator. 

(1)  Initiation  of  negotiations.  The  ini¬ 
tial  written  offer  made  by  the  acquiring 
agency  to  the  owner  of  real  property  to 
be  acquired  for  a  project  of  toe  amount 
established  by  such  agency  as  just  com¬ 
pensation  for  such  property  In  accord¬ 
ance  with  §  42.135(a)  (3). 

(j)  Mortgage.  Such  classes  of  liens  as 
are  commonly  given  to  secure  advances 
on.  or  toe  unpaid  purchase  price  of.  real 
property,  under  toe  laws  of  toe  State  In 
which  the  real  property  Is  located,  to¬ 
gether  with  the  credit  Instrumenta,  If 
any,  secured  thereby. 
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(k)  Person.  Any  individual,  familyi 
partnership,  corporation,  or  association. 
For  purposes  of  an  alternate  payment 
under  §  42.80  and  a  replacement  housing 
payment  under  §§  42.90  and  42.95,  two 
or  more  individuals  (not  a  family)  living 
together  in,  and  displaced  from,  a  single 
dwelling,  shall  be  regarded  as  one  per¬ 
son. 

(l)  Personal  property  {tangible  per¬ 
sonal  property).  (1)  Tangible  property 
which  is  situated  on  the  real  property  va¬ 
cated  or  to  be  vacated  by  a  displaced  per¬ 
son  and  which  is  considered  personal 
property  and  is  noncompensable  (other 
than  for  moving  expenses)  under  the 
State  law  of  eminent  domain,  and  (2)  in 
the  case  of  a  tenant,  fixtures  and  equip¬ 
ment,  and  other  property  which  may  be 
characterized  as  real  property  under 
State  or  local  law,  but  which  the  tenant 
may  lawfully,  and  at  his  election  deter¬ 
mines  to,  move  and  for  which  the  tenant 
is  not  compensated  in  the  real  property 
acquisition.  In  the  case  of  an  owner  of 
real  property,  the  determination  as  to 
whether  an  item  of  property  is  personal 
or  real  shall  depend  upon  how  it  is  iden¬ 
tified  in  the  acquisition  appraisals  and 
the  closing  or  settlement  statement  with 
respect  to  the  real  property  acquisitions; 
Provided.  That  no  item  of  property  which 
is  compensable  under  State  and  local  law 
to  the  owner  of  real  property  in  the  real 
property  acquisition  may  be  treated  as 
tangible  personal  property  in  computing 
actual  direct  losses  of  tangible  personal 
property  under  §  42.70. 

(m)  Plan.  (1)  A  duly  approved  formal 
plan,  as  exists  from  time  to  time,  for  any 
project  as  defined  in  this  part  and  any 
action  program  implementing  such  plan, 
or  (2)  in  the  case  of  a  project  for  which 
no  formal  plan  is  required,  the  applica¬ 
tion  by  the  State  agency  as  approved  by 
HUD  and  modified  from  time  to  time. 

(n)  Project.  Any  undertaking  which 
receives  Federal  financial  assistance  and 
to  which  the  Act  is  applicable  pursuant 
to  §  42.25. 

(o)  Project  area.  An  area  which  HUD 
has  approved  for  the  carrying  out  of 
project  activities. 

(p)  Relocation  payment.  A  payment 
specified  under  §§  42.65  through  42.95. 

(q)  State.  Any  of  the  several  States  of 
the  United  States,  the  District  of  Colum¬ 
bia,  the  Commonwealth  of  Puerto  Rico, 
any  Territory  or  possession  of  the  United 
States,  the  Trust  Territory  of  the  Pacific 
Islands,  and  any  political  subdivision 
thereof. 

(r)  State  agency.  The  National  Cap¬ 
ital  Housing  Authority,  the  District  of 
Columbia  Redevelopment  Land  Agency, 
and  any  department,  agency,  or  instru¬ 
mentality  of  a  State  or  of  a  political  sub¬ 
division  of  a  State  or  any  department, 
agency,  or  instrumentality  of  two  or  more 
States  or  of  two  or  more  political  sub¬ 
divisions  of  a  State  or  States.  Unless 
otherwise  indicated  in  the  context  of  a 
specific  provision  of  these  regulations, 
the  term  “State  agency”  as  used  in  these 
regulations  shall  mean  the  particular 
State  agency  to  which  Federal  financial 
a^istance  is  made  available  for  a  specific 
project. 
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(s)  Voluntary  rehabilitation.  Struc¬ 
tural  or  other  substantial  repairs  to,  or 
alterations  to,  or  demolition  of,  any 
building  or  other  improvement  on  land 
within  a  project  area,  imdertaken  by  an 
owner  in  order  to  conform  to  the  prop¬ 
erty  rehabilitation  standards  or  other 
applicable  provisions  set  forth  in  the  ap¬ 
plicable  Plan. 

8  42.25  Applicability  of  regulations. 

(a)  Applicability  of  the  regulations  in 
this  part.  The  regulations  in  this  part  are 
applicable  to  all  acquisition  or  displace¬ 
ment  occurring  on  or  after  January  2, 
1971  and  prior  to  July  1,  1972,  to  the  ex¬ 
tent  that  a  State  agency  has  furnished 
HUD  with  satisfactory  assurances  imder 
§  42.30  with  respect  to  the  federally  as¬ 
sisted  activity  under  which  said  acquisi¬ 
tion  or  displacement  takes  place.  Where, 
as  of  January  2,  1971,  a  State  agency 
was  not  legally  empowered  under  State 
law  to  make  such  assurances,  to  the  ex¬ 
tent  that  the  State  agency  subsequently 
becomes  so  empowered  and  furnishes 
such  assurances,  the  regulations  in  this 
part  shall  apply  to  displacement  or  ac¬ 
quisition  occurring  on  or  after  the  date 
the  State  agency  becomes  legally  em¬ 
powered  to  make  such  assurances. 

(b)  Applicability  of  previously  pub¬ 
lished  regulations.  The  regulations  cov¬ 
ering  Relocation  Payments  appearing  at 
Part  41  of  this  subtitle  shall  apply  to  (1) 
displacement  occurring  on  or  after 
September  10,  1970,  and  prior  to  Janu¬ 
ary  2,  1971,  and  (2)  displacement  occur¬ 
ring  on  or  after  January  2,  1971,  and 
prior  to  July  1,  1972,  to  the  extent  that 
the  regulations  issued  herevmder  do  not, 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion,  apply. 

(c)  Continuation  of  rights  and  liabil¬ 
ities.  Nothing  in  paragraph  (a)  or  (b) 
of  this  section  shall  be  deemed  to  affect 
any  rights  or  liabilities  in  existence  as  of 
January  2, 1971,  under  any  laws  repealed 
by  the  Uniform  Relocation  Assistance 
and  Real  Property  Acquisition  Policies 
Act  of  1970. 

§  42.30  Assiirunc'fvi. 

(a)  Displacement.  As  a  condition  to 
any  grant,  contract,  or  agreement  ap¬ 
proved  by  HUD  on  or  after  January  2, 
1971,  under  which  Federal  financial  as¬ 
sistance  will  be  available  to  pay  all  or 
part  of  the  cost  of  any  undertaking 
which  will  result  in  the  displacement  of 
any  person  on  or  after  such  date,  a  State 
agency  shall  to  the  extent  it  is  authorized 
under  State  law,  submit  assurances 
(either  separately  or  by  contract)  satis¬ 
factory  to  HUD  that  with  respect  to  such 
displacement — 

( 1 )  Relocation  payments  shall  be  pro¬ 
vided  to  displaced  persons  in  accordance 
with  §§  42.65  through  42.95; 

(2)  Relocation  assistance  programs 
offering  the  services  described  in  Subpart 
C  shall  be  provided  to  such  displaced 
persons; 

( 3 )  Within  a  reasonable  period  of  time 
prior  to  displacement,  decent,  safe  and 
sanitary  replacement  dwellings  will  be 
available  to  displaced  persons  in  accord¬ 
ance  with  §  42.120; 
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(4)  Affected  persons  will  be  adequately 
informed  of  the  benefits,  policies  and 
procedures  provided  in  these  regulations ; 
and 

(5)  The  relocation  process  will  be  car¬ 
ried  out  in  such  a  manner  as  to  provide 
displaced  persons  with  uniform  and  con¬ 
sistent  services,  and  replacement  housing 
under  §  42.120  will  be  available  and  the 
same  range  of  choices  with  respect  to 
such  housing  will  be  offered  to  all  dis¬ 
placed  persons  regardless  of  race,  color, 
religion  or  national  origin  pursuant  to 
title  VI  of  the  Civil  Rights  Act  of  1964 
(42  U.S.C.  2000d),  title  VIH  of  the  Civil 
Rights  Act  of  1968  (42  U.S.C.  3501 
et  seq.),  and  Executive  Order  11063  (27 
F.R.  11527). 

An  assurance  with  respect  to  displace¬ 
ment  filed  on  or  before  the  30th  day  fol¬ 
lowing  issuance  of  the  regulations  in  this 
part  shall  be  deemed  satisfactory  not¬ 
withstanding  its  failure  to  include  sub- 
paragraphs  (4)  and  (5)  of  this  para¬ 
graph. 

(b)  Acquisition.  As  a  condition  to  any 
grant,  contract,  or  agreement  approved 
by  HUD  on  or  after  January  2,  1971, 
imder  which  Federal  financial  assistance 
will  be  available  to  pay  all  or  a  part  of 
the  cost  of  any  undertaking  which  will 
result  in  the  acquisition  of  real  property 
on  or  after  such  date  the  State  agency 
shall,  to  the  extent  it  is  authorized  under 
State  law,  submit  assurances  (either  sep¬ 
arately  or  by  contract)  satisfactory  to 
HUD  that  with  respect  to  such  acquisi¬ 
tion: 

( 1 )  It  will,  to  the  greatest  extent  prac¬ 
ticable  under  State  law,  be  guided  by  the 
land  acqui.cition  policies  and  provisions 
in  §  42.135; 

(2)  Property  owners  will  be  paid  or 
reimbursed  for  necessary  expenses  speci¬ 
fied  in  §§  42.140  and  42.145;  and 

( 3 )  Affected  persons  will  be  adequately 
Informed  of  the  benefits,  policies  and 
procedures  provided  in  the  regulations 
in  this  part. 

An  assurance  with  respect  to  acquisition 
filed  on  or  before  the  30th  day  following 
issuance  of  tlie  regulations  in  this  part 
shall  be  deemed  satisfactory  notwith¬ 
standing  its  failure  to  Include  subpara¬ 
graph  (3)  of  this  paragraph. 

§  42.3.5  Federal  share  of  e4>sls  of  reloea- 
tioii  paymeiils  and  a.ssistanee. 

Payments  made  and  assistance  pro¬ 
vided  in  accordance  with  Subparts  B  and 
C  of  this  part  and  §§  42.140  and  42.145, 
and  pursuant  to  a  grant,  loan,  contract, 
or  agreement  for  Federal  financial  as¬ 
sistance  for  a  project,  shall  be  included  as 
a  part  of  the  cost  of  such  project  and 
shared  in  the  same  manner  and  to  tlie 
same  extent  as  other  program  or  project 
costs:  Provided,  Tliat,  where  such  Fed¬ 
eral  financial  assistance  is  by  loan,  HUD 
shall  loan  the  full  amount  of  the  first 
$25,000  of  the  cost  to  the  State  agency  for 
providing  such  payments  and  assistance 
to  an  eligible  displaced  person  or  a  per¬ 
son  from  whom  property  is  acquired,  and 
where  such  Federal  financial  assistance 
is  by  grant  or  contribution  HUD  shall  pay 
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the  first  $25,000  of  such  costs  with  re¬ 
spect  to  an  eligible  displaced  person  or  a 
perstMi  from  whom  property  is  acquired 
on  accoimt  of  displacement  or  acquisition 
occurring  prior  to  July  1,  1972. 

§  42.40  Payments  in  condemnation  pro- 
ecK-ding!-  and  negotiated  purchases. 

No  payment  shall  be  made  under  the 
regulations  in  this  part  which  would 
duplicate  a  payment  received  by  a  dis¬ 
placed  person  or  owmer  under  the  State 
law  of  eminent  domain,  and  which  is  in¬ 
cluded  in  an  award  in  eminent  domain 
or  in  the  purchase  price  for  any  property 
acquired  by  negotiation,  if  such  payment 
so  received  is  determined  by  HUD  to  have 
the  same  purpose  or  effect  as  a  payment 
imder  this  part. 

Subpart  B — Relocation  Payments 
§  42.45  Purpose. 

The  purpose  of  this  subpart  is  to  set 
forth  tlie  types  of,  and  specific  eligibility 
criteria  for,  relocation  payments  to  dis¬ 
placed  persons. 

§  42.50  Relocation  payments  by  State 
agency. 

The  State  agency  shall  make  reloca¬ 
tion  payments  to  or  on  behalf  of  eligible 
displaced  persons  in  accordance  with  and 
to  the  full  extent  permitted  by  §5  42.65 
through  42.95. 

§  42.55  Basic  eligibility  conditioii.>«. 

(a)  General.  A  person  qualifies  as  a 
displaced  person  for  purposes  of  estab¬ 
lishing  basic  eligibility  for  a  relocation 
PMtjTnent  if: 

(1)  Such  person  moves  from  real  prop¬ 
erty  within  the  project  area  or  moves  his 
personal  property  from  such  real  prop¬ 
erty  (i)  on  or  after  the  date  of  the  per¬ 
tinent  contract  for  Federal  financial  as¬ 
sistance  for  a  project,  or  in  the  case  of 
the  low  rent  public  housing  program, 
the  date  of  tentative  site  approval  by 
HUD,  if  it  is  later,  or  (il)  on  or  after  the 
date  of  HUD  approval  of  a  budget  for 
project  execution  activities  resulting  in 
displacement,  provided  that  the  contract 
for  Federal  financial  assistance  for  the 
contemplated  project  is  thereafter  exe¬ 
cuted,  and  (iii)  for  purposes  of  the  modrf 
cities  program,  on  or  after  the  dates 
specified  in  subdivision  (i)  of  this  sub- 
paragraph  or,  if  the  displacement  occurs 
prior  to  the  approval  of  the  contract  for 
Federal  financial  assistance,  on  or  after 
the  date  approved  by  HUD  for  a  specific 
undertaking  upon  the  request  of  the 
State  agency,  provided  that  a  contract 
for  Federal  financial  assistance  is  there¬ 
after  executed  and  provided  further  that 
the  comprehensive  city  demonstration 
program  thereafter  approved  Identifies 
the  undertaking  as  one  being  carried  out 
in  connection  with  such  program,  end 

(2)  Such  person  is  displaced  as  a  re¬ 
sult  of  (i)  the  acquisition  pf  such  real 
property,  in  w'hole  or  in  part,  for  a  proj¬ 
ect  as  further  provided  in  paragraph  (b) 
of  this  section,  or  (il)  code  enforcement, 
voluntary  rehabilitation,  improvement  of 
private  property,  or  demolition,  as  pro- 
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vided  in  paragraphs  (c),  (d),  and  (e) 
of  this  section;  or 

(3)  Such  person  who  moves  from  real 
property,  or  moves  his  personal  prop¬ 
erty  from  real  property  on  or  after  the 
applicable  date  specified  in  subparagraph 

(1)  of  this  paragraph  as  a  result  of  dis¬ 
placement  (as  specified  in  subparagraph 

(2)  of  this  paragraph)  from  other 
real  property  on  which  such  person  con¬ 
ducts  a  business  or  farm  operation:  Pro¬ 
vided,  That  such  person  shall  be  deemed 
a  displaced  person  solely  for  the  purpose 
of  qualifying  for  the  following  payments : 

(1)  Actual  reasonable  moving  expenses 
under  §  42.65,  (ii)  actual  direct  losses  of 
personal  property  under  §  42.70,  (iii) 
actual  reasonable  expenses  in  searching 
for  a  replacement  business  or  farm  imder 
§  42.75,  (iv)  an  alternate  payment  for 
individuals  and  families  under  §  42.80, 
and  (V)  relocation  advisory  assistance 
under  Subpart  C  of  this  part. 

(b)  Displacement  by  acquisition.  Dis¬ 
placement  as  a  result  of  the  acquisition 
of  real  property  Includes  di.splacement 
which  is  a  result  of : 

(1)  The  obtaining  by  the  acquiring 
agency  of  title  to  or  the  right  to  posses¬ 
sion  of  such  real  property  for  a  project; 

(2)  The  written  order  of  the  acquiring 
agency  to  vacate  such  property  for  a 
project;  or 

(3)  The  receipt  of  a  written  notice 
from  the  acquiring  agency  of  its  intent 
to  acquire  the  real  property  for  such 
project,  provided  that  such  acquisition 
thereafter  takes  place. 

Displacement  as  a  result  of  acquisition 
of  real  property  in  the  urban  renewal, 
neighborhood  development,  and  model 
cities  programs  shall  Include  displace¬ 
ment  which  is  a  result  of  the  acquisition 
of  real  property  by  a  State  agency  other 
than  the  State  agency  receiving  Federal 
financial  assistance  as  defined  in 
S  42.20(g),  to  the  extent  that  the  Uni¬ 
form  Relocation  Assistance  and  Real 
Proi>erty  Acquisition  Policies  Act  of  1970 
is  not  applicable  to  such  other  State 
agency  in  connection  wdth  such  displace¬ 
ment,  and  if  the  acquisition  is  under¬ 
taken  in  accordance  with  the  plan  for 
the  project,  or,  in  the  case  of  the  model 
cities  program,  if  the  comprehensive  city 
demonstration  program  identifies  the  ac¬ 
quisition  as  being  carried  out  in  connec¬ 
tion  writh  such  program. 

(c)  Displacement  by  code  enforce¬ 
ment  and  voluntary  rehabilitation — (1) 
Urban  renewal,  neighborhood  develop¬ 
ment,  and  code  enforcement  programs. 
A  person  shall  be  deemed  displaced  by 
code  enforcement  or  voluntary  rehabili¬ 
tation  under  the  urban  renewal,  neigh¬ 
borhood  development,  and  code  enforce¬ 
ment  programs  if  the  vacation  of  the 
real  property  is  the  result  of  code  en¬ 
forcement,  as  further  specified  in  sub- 
paragraph  (3)  of  this  paragraph,  or  of 
voluntary  rehabilitation,  as  further  spe¬ 
cified  in  subparagraph  (4)  of  this  para¬ 
graph,  with  respect  to  the  property  oc¬ 
cupied  and  If  such  activities  are  under¬ 
taken  in  accordance  with  the  plan. 


(2)  Model  cities  program.  A  person 
shall  be  deemed  displaced  by  code  en¬ 
forcement  or  voluntary  rehabilitation 
under  the  model  cities  program  if  the 
vacation  of  the  real  property  is  the  re¬ 
sult  of  code  enforcement,  as  specified  in 
subparagraph  (3)  of  this  paragraph,  or 
of  voluntary  rehabilitation  activities,  as 
further  sp)ecified  in  subparagraph  (4)  of 
this  paragraph,  with  respect  to  the  prop¬ 
erty  occupied  and  if  such  activities  are 
undertaken  in  accordance  with  the  com¬ 
prehensive  city  demonstration  program 
which  identifies  the  undertaking  as  being 
carried  out  in  connection  with  such 
program. 

(3)  Code  enforcement — (i)  Tenants.  A 
tenant  shall  be  deemed  to  be  displaced  as 
a  result  of  code  enforcement  if  the  va¬ 
cating  of  real  property  occurs  on  or  after : 

(a)  The  receipt  of  a  notice  to  vacate 
from  the  owner  on  the  ground  that  code 
enforcement  activities  w'ill  be  under¬ 
taken;  or 

(b)  The  commencement  of  code  en¬ 
forcement  activities:  Provided,  Tliat  the 
State  agency  shall  have  concluded,  in  ac¬ 
cordance  with  HUD  policies  and  require¬ 
ments.  either: 

il)  That  the  owner  has  increased  the 
rent  or  has  notified  the  tenant  of  an  in¬ 
crease  in  rent  amounting  to  not  less  than 
25  percent  in  the  case  of  a  business  con¬ 
cern  and  not  less  than  10  percent  in  the 
case  of  an  individual  or  family:  Pro- 
vid,ed.  That  in  the  case  of  an  individual 
or  family  the  increase  shall  also  result  in 
a  rent  exceeding  the  standards  estab¬ 
lished  by  the  State  agency  for  the  per¬ 
sons’  ability  to  pay,  or 

(2)  That  the  code  enforcement  could 
not  reasonably  be  undertaken  without 
the  vacation  of  the  real  property  by  the 
tenant;  or 

(c)  A  notice  from  the  Owner  or  the 
State  agency  that  code  enforcement  ac¬ 
tivities  will  be  required:  Provided,  That 
the  State  agency  shall  have  concluded,  in 
accordance  writh  HUD  policies  and  re¬ 
quirements,  that  such  tenant  has  moved 
in  reasonable  anticipation  of  such  code 
enforcement  activities  and  has  made 
either  of  the  findings  required  under  (b) 
il)  or  (2)  of  this  subdivision  (1). 

(11)  Owners.  An  owmer  of  real  prop¬ 
erty  shall  be  deemed  displaced  as  a  result 
of  code  enforcement  if  the  vacating  of 
the  real  property  occurs  on  or  after  the 
receipt  of  notice  from  the  State  agency 
that  code  enforcement  will  be  required 
and  the  State  agency  concludes.  In  ac¬ 
cordance  with  HUD  policies  and  require¬ 
ments,  that  (a)  the  code  enforcement  has 
been  accomplished,  and  (b)  the  code  en¬ 
forcement  could  not  reasonably  have 
been  imdertaken  without  the  vacation  of 
the  real  property  by  the  owner. 

(4)  Voluntary  rehabilitation — (i)  Ten¬ 
ants.  A  tenant  shall  be  deemed  to  be  dis¬ 
placed  as  a  result  of  voluntary  rehabili¬ 
tation  if  the  vacating  of  real  property 
occurs  on  or  after: 

(a)  The  receipt  of  a  notice  to  vacate 
from  the  owner  on  the  ground  that 
volimtary  rehabilitation  will  be  under¬ 
taken;  or 
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(b)  The  commencement  of  voluntary 
rehabilitation:  Provided.  That  the  State 
agency  shall  have  concluded  in  accord¬ 
ance  with  HUD  pohcles  and  requirements 
either: 

(1)  That  the  owner  has  increased  the 
rent  or  has  notified  the  tenant  of  an  in¬ 
crease  in  rent  amounting  to  not  less  than 
25  percent  in  the  case  of  a  business  con¬ 
cern  and  not  less  than  10  percent  in  the 
case  of  an  individual  or  family:  Pro¬ 
vided,  That  in  the  case  of  an  individual 
or  family  the  Increase  shall  also  result 
in  a  rent  exceeding  the  standards  estab¬ 
lished  by  the  State  agency  for  the  per¬ 
son’s  ability  to  pay,  or 

(2)  That  the  voluntary  rehabilitation 
could  not  have  reasonably  been  under¬ 
taken  without  the  vacation  of  the  real 
property  by  the  tenant:  or 

(c)  The  receipt  of  a  notice  from  the 
owner  or  the  State  agency  that  voluntary 
rehabilitation  wiU  be  required:  Provided. 
That  the  State  agency  shall  have  con¬ 
cluded,  in  accordance  with  HUD  policies 
and  requirements,  that  such  tenant  has 
moved  in  reasonable  anticipation  of  such 
voluntary  rehabilitation  and  has  made 
either  of  the  findings  required  under 
(b)  (i)  or  (2)  of  this  subdivision  (i). 

(ii)  Oumers.  An  owner  of  real  property 
shall  be  deemed  displaced  as  a  result  of 
voluntary  rehabilitation  if  the  vacating 
of  the  real  property  occurs  on  or  after  the 
commencement  of  voluntary  rehabilita¬ 
tion  and  the  State  agency  concludes,  in 
accordance  with  HUD  policies  and  re¬ 
quirements,  that  (a)  the  voluntary  reha¬ 
bilitation  has  been  accomplished,  and 
(b)  the  volimtary  rehabilitation  could 
not  reasonably  have  been  undertaken 
without  the  vacation  of  the  real  property 
by  the  owner. 

(d)  Displacement  by  improvement  of 
private  properties  in  the  interim  assist¬ 
ance  program.  A  person  shall  be  deemed 
displaced  by  the  improvement  of  private 
property  under  the  interim  assistance 
program  if  the  vacating  of  the  real  prop¬ 
erty  is  the  result  of : 

(1)  Improvement  with  respect  to  the 
property  occupied  and  rmdertaken  in 
accordance  with  the  plan;  and 

(2)  Where  the  displaced  person  is  a 
tenant,  the  vacating  of  re^  property 
occurs  on  or  after: 

(1)  The  receipt  of  a  notice  to  vacate 
from  the  owner  on  the  ground  that  such 
improvement  will  be  undertaken,  or 

(ii)  The  commencement  of  such  im¬ 
provement:  Provided,  That  the  State 
agency  shall  have  concluded,  in  accord¬ 
ance  with  HUD  policies  and  require¬ 
ments,  either  (a)  that  the  owner  has  in¬ 
creased  the  rent  or  has  notified  the  ten¬ 
ant  of  an  increase  in  rent  amounting  to 
not  less  than  25  percent  in  the  case  of  a 
business  concern  and  not  less  than  10 
percent  in  the  case  of  an  individual  or 
family:  Provided.  That  in  the  case  of  an 
individual  or  family  the  Increase  shall 
also  result  in  a  rent  exceeding  the  stand¬ 
ards  established  by  the  State  agency  for 
the  person’s  ability  to  pay,  or  (b)  that 
such  improvement  could  not  have  reason¬ 
ably  been  undertaken  without  the  vaca¬ 
tion  of  the  real  property  by  the  tenant,  or 


(ili)  A  notice  from  the  owner  or  the 
State  agency  that  the  improvement  will 
be  required:  Provided.  That  the  State 
agency  shall  have  concluded,  in  accord¬ 
ance  with  HUD  policies  and  require¬ 
ments,  that  such  tenant  has  moved  in 
reasonable  anticipation  of  such  improve¬ 
ment  and  has  made  either  of  the  findings 
required  xmder  (a)  or  (b)  of  subdivision 
(11)  of  this  subparagraph  (2) ,  or 

(3)  Where  the  displaced  person  is  an 
owner,  if  the  vacating  of  tlie  real  property 
occurs  on  or  after  the  commencement  of 
such  improvement  and  the  State  agency 
concludes,  in  accordance  with  HUD  poli¬ 
cies  and  requirements,  that  (i)  the  im¬ 
provement  has  been  accomplished,  and 
(ii)  the  improvement  could  not  reason¬ 
ably  have  been  undertaken  without  the 
vacation  of  the  real  property  by  the 
owner. 

(e)  Displacement  by  demolition.  A 
person  shall  be  deemed  displaced  as  a 
resiilt  of  demolition  if  the  vacating  of 
real  property  is  the  resxilt  of  demolition 
undertaken  in  accordance  with  the  plan 
for  a  project,  and  occurs  on  cr  after  the 
.date  on  which  the  State  agency  has 
ordered  the  real  property  to  be  vacated 
and  demolished  imder  State  and  local 
law  on  the  ground  that  it  is  structurally 
unsound  or  unfit  for  human  habitation. 

§  42.60  Filing  of  claims. 

(a)  General,  All  claims  shall  be  sub¬ 
mitted  to  the  State  agency  on  the  appro¬ 
priate  HUD  form,  supported  by  such 
documentation  as  may  be  required  by 
the  specific  provisions  of  the  regulations 
in  this  part  applicable  to  the  payment 
claimed,  and  by  such  other  documenta¬ 
tion  as  may  be  reqxilred  by  the  State 
agency. 

(b)  Time  for  filing  claims.  Any  claim 
tor  a  payment  (other  than  a  claim  for 
a  replacement  housing  payment  for 
homeowners  imder  $  42.90)  shall  be  sub¬ 
mitted  to  the  State  agency  within  a  pe¬ 
riod  of  6  months  after  displacement  of 
the  claimant,  the  publication  of  the  reg¬ 
ulations  in  this  part,  or  the  filing  of 
assurances  under  §  42.30,  whichever  is 
later.  Any  claim  for  a  replacement  hous¬ 
ing  r>ayment  for  homeowners  under 
S  42.90  shall  be  submitted  to  the  State 
agency  within  a  period  of  18  months 
after  the  displacement  of  the  claimant, 
or  6  months  after  the  publication  of  the 
regulations  in  this  part  or  the  filing  of 
assurances  under  §  42.30,  whichever  is 
later. 

S  42.65  Actual  reti.sonaLIe  moving  ex¬ 
penses. 

(a)  General.  A  State  agency  shaU 
make  a  payment  to  a  displaced  person 
who  satisfies  the  pertinent  eligibility  re¬ 
quirements  of  S  42.55  and  the  require¬ 
ments  of  paragraph  (b)  of  this  section, 
for  actual  reasonable  expenses  specified 
below  and  determined  in  accordance 
with  paragraph  (c)  of  this  section  for 
moving  himself,  his  family,  business, 
farm  operation  or  other  personal  prop¬ 
erty: 

(1)  Transportation  not  to  exceed  a 
distance  of  50  miles  from  the  site  frenn 
which  displaced,  except  where  the  State 


agency  determines  in  accordance  with 
HUD  policies  and  requirements  that  re¬ 
location  beyond  such  distance  of  50  miles 
Is  Justified: 

(2)  Packing  and  crating  personal 
property: 

(3)  Obtaining  (Including  advertising 
for)  bids  or  estimates  for  such  trans¬ 
portation,  packing,  and  crating; 

(4)  Such  storage  of  personal  property, 
for  a  period  generally  not  to  exceed  6 
months,  as  the  State  agency  determines 
to  be  necessary  in  connection  with 
relocation; 

(5)  Insurance  of  personal  property 
while  in  storage  or  transit; 

(6)  Disconnecting,  dismantling,  re¬ 
moving,  reassembling,  reconnecting  and 
reinstalling  machinery,  equipment  or 
other  personal  property  (including  goods 
and  inventory  kept  for  sale)  not  acquired 
by  the  State  agency:  Provided.  That  the 
cost  of  any  addition,  improvement,  al¬ 
teration,  or  other  physical  change  in  or 
to  any  structure  in  connection  with  ef¬ 
fecting  such  reassembly,  reconnection  or 
reinstallation  shall  not  be  included  as  a 
moving  expense  unless  the  State  agency 
determines,  with  prior  HUD  concurrence, 
that  such  addition,  improvement,  altera¬ 
tion,  or  other  physical  change  is  required 
by  law  or  ordinance  or  is  necessary  to  the 
reinstallation  of  such  personal  property: 

(7)  The  reasonable  replacement  value 
of  property  lost,  stolen  or  damaged  (not 
through  the  fault  or  negligence  of  the 
displaced  person,  his  agent  or  employee) 
in  the  process  of  moving,  where  such  loss, 
theft,  or  damage  is  not  covered  by  in¬ 
surance;  and 

(8)  Where  an  item  of  personal  prop¬ 
erty  which  is  used  in  connection  with  any 
business  or  farm  operation  is  not  moved 
but  is  replaced  with  a  comparable  item, 
reimbursement  in  an  amoimt  not  to  ex¬ 
ceed  the  replacement  cost,  minus  any 
proceeds  received  from  the  sale,  or  tlie 
estimated  cost  of  moving,  whichever  is 
less. 

(b)  Requirements — Moving  a  business 
or  farm  operation.  Except  as  provided  in 
this  paragraph,  no  payment  for  actual 
reasonable  moving  expenses  shall  be 
made  to  a  displaced  person  for  moving 
his  business  or  farm  operation  imless: 

(1)  The  State  agency  has  received,  at 
least  30  days  (or  such  earlier  date  as  the 
State  agency  may  determine  necessary, 
but  not  earlier  than  90  days)  prior  to  the 
moving  date,  written  notice  from  such 
displaced  person  of  his  Intention  to  move 
or  dispose  of  personal  property  used  in 
connection  with  such  business  or  farm 
operation  (which  property  shall  be  de¬ 
scribed  generally  in  the  notice) ,  and  tiie 
date  of  such  Intended  move  or  disposi¬ 
tion;  and 

(2)  The  displaced  person  has  permit¬ 
ted,  at  all  reasonable  times,  the  inspec¬ 
tion  by  or  on  behalf  of  the  State  agency 
of  such  property  at  the  site  from  which 
the  business  or  farm  (aeration  is  dis¬ 
placed.  For  the  purpose  of  this  sub¬ 
section.  “moving  date”  shall  mean  the 
date  on  which  the  first  item  of  such 
property  is  Intended  to  be  moved  or  dis¬ 
posed  of.  The  State  agency  may  make 
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a  relocation  payment  notwithstanding 
nonreceipt  of  such  timely  notice  only 
ii  the  agency  has  determined  that  there 
was  reasonable  cause  for  the  failure  of 
the  displaced  person  to  give  such  notice, 
and  the  agency  has  adequately  verified 
the  facts  pertaining  to  the  move  or  dis¬ 
position  and  the  requested  relocation 
payment. 

(c)  Limitations — (1)  Self  moves. 
Where  the  displaced  person  accomplishes 
the  move  himself,  the  amount  of  pay¬ 
ment  shall  not  exceed  the  estimated 
cost  of  accomplishing  the  move  com¬ 
mercially,  except  for  such  satisfactorily 
documented  claims  in  a  greater  amount 
as  are  determined  by  the  State  agency, 
in  accordance  with  HUD  policies  and 
requirements,  to  be  justified. 

(2)  Temporary  moves — individuals  or 
families.  For  the  purposes  of  this  section, 
the  cost  to  a  State  agency  in  connection 
with  moving  a  displaced  person  into 
temporary  housing  shall,  notwithstand¬ 
ing  any  other  provisions  of  §  42.35  with 
respect  to  the  Federal  share  of  costs  of 
relocation  payments  and  assistance,  be 
included  as  a  project  cost  in  the  same 
manner  and  to  the  same  extent  as  other 
program  or  project  cost:  Provided,  That 
if  the  displaced  person  elects,  in  accord¬ 
ance  with  §  42.120(c)  (4),  to  receive  an 
alternate  payment  imder  }  42.80  at  the 
time  of  the  move  into  temporary  hous¬ 
ing,  the  Federal  share  of  the  cost  of 
such  payment  to  the  State  agency  shall 
be  paid  in  accordance  with  §  42.35  and 
the  cost  to  the  State  agency  in  connec¬ 
tion  with  the  move  of  such  person  into 
permanent  replacement  housing  shall  be 
included  as  a  project  cost  in  the  same 
manner  and  to  the  same  extent  as  other 
program  or  project  costs,  notwithstand¬ 
ing  any  other  provision  of  5  42.35. 

(3)  Payment  not  to  exceed  low  bid — 
Business  or  farm  operations.  Payment  to 
a  displaced  person  for  moving  expenses 
shall  not  exceed  the  amount  of  the  low 
bid  submitted  In  accordance  with  para¬ 
graph  (d)  (2)  of  this  section  unless  sub¬ 
mission  of  bids  is  not,  under  paragraph 

(d)  (2),  required. 

(4)  Personal  property  of  low  value  and 
high  bulk — Businesses  or  farm  opera¬ 
tions.  Where,  in  the  judgment  of  the 
State  agency,  the  cost  of  moving  any 
item  of  personal  property  of  low  value 
and  high  bulk  which  is  used  in  connection 
with  any  business  or  farm  operation 
would  be  disproportionate  in  relation  to 
its  value,  the  allowable  reimbursement 
for  the  expense  of  moving  such  property 
shall  not  exceed  the  difference  between 
the  cost  of  replacing  the  same  with  a 
comparable  item  available  on  the  market 
and  the  amount  which  would  have  been 
received  for  such  property  on  liquidation. 
This  subparagraph  shall  apply  to  such 
situations  as  the  moving  of  junkyards, 
stockpiles,  sand,  gravel,  minerals,  and 
metals. 

(d)  Documentation  in  support  of  a 
claim — (1)  All  claimants.  A  claim  for  a 
payment  imder  paragraph  (a)  of  this 
section  shall  be  supports  by  a  bill  or 
other  evidence  of  expenses  Incurred.  By 
prearrangement  between  the  State 
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agency,  the  site  occupant,  and  the  mover, 
evidenced  in  writing,  the  claimant  or  the 
mover  may  present  an  unpaid  moving 
bill  to  the  State  agency,  and  the  agency 
may  pay  the  mover  directly. 

(2)  Businesses  and  farm  operations. 
Each  claim  in  excess  of  $500  for  the  costs 
incurred  by  a  displaced  person  for  mov¬ 
ing  his  business  or  farm  operation  shall 
be  supported  by  a  bid  (unless  otherwise 
provided  in  this  section),  submitted  to 
the  State  agency  at  least  15  days  prior 
to  the  commencement  of  the  move,  from 
three  reputable  firms  covering  the  mov¬ 
ing  costs  involved.  Whenever  it  is  not 
feasible  to  obtain  three  bids  for  any 
category  of  work,  a  lesser  number  of  bids 
shall  be  submitted,  together  with  a  writ¬ 
ten  justification  by  the  displaced  person: 
and  no  relocation  payment  shall  be 
allowed  in  such  cases  unless  the  State 
agency  has  approved  the  justification. 
Where  such  bid  requirement  cannot  be 
complied  with  imder  State  law,  or  where 
estimates  in  an  amount  of  less  than  $500 
were  obtained  In  good  faith  by  the  dis¬ 
placed  person,  such  claim  shall  be  sup¬ 
ported  by  estimates  in  lieu  of  bids. 

§  42.70  Actual  direct  losses  of  tangible 
personal  property. 

(a)  General.  A  State  agency  shall 
make  a  payment  to  a  displaced  person 
who  satisfies  the  pertinent  eligibility  re¬ 
quirements  of  S  42.65  and  the  require¬ 
ments  of  paragraph  (b)  of  this  section, 
for  actual  direct  losses  of  tangible  per¬ 
sonal  property  as  a  result  of  moving  or 
discontinuing  a  business  or  farm  opera¬ 
tion,  in  an  amount  determined  by  the 
State  agency  in  accordance  with  para¬ 
graphs  (c)  and  (d)  of  this  section. 

(b)  Requirements  for  payment.  No 
payment  shall  be  made  to  a  displaced 
person  for  actual  direct  loss  of  property 
unless  such  displaced  person  (1)  com¬ 
plies  with  the  requirements  of  S  42.65(b) 
with  respect  to  actual  reasonable  moving 
expenses  except  as  provided  in  said  sec¬ 
tion,  and  (2)  makes  a  bona  fide  effort  to 
sell  the  personal  property  for  which  such 
actual  direct  loss  Is  claimed. 

(c)  Determining  actual  direct  loss  of 
property.  (1)  Subject  to  the  limitations 
of  paragraph  (d)  of  this  section,  the 
amount  of  actual  direct  loss  of  any  item 
of  property  claimed  shall  be  determined 
as  follows: 

(i)  Except  as  provided  in  subpara¬ 
graph  (2)  of  this  paragraph  (c),  the  fair 
market  value  of  the  property  for  con¬ 
tinued  use  at  its  location  prior  to  the 
displacement  shall  be  ascertained  by  an 
appraisal  either  secured  by  the  claimant 
and  concurred  in  by  the  State  agency,  or 
secured  by  the  State  agency  and 
concurred  in  by  the  claimant. 

(ii)  If  the  value  of  the  property  for 
which  actual  direct  loss  is  claimed  does 
not  warrant  the  expenses  of  an  appraisal, 
then  its  fair  market  value  for  such  con¬ 
tinued  use  shall  be  computed  as  follows: 
The  original  cost  of  the  item  to  the 
claimant  (exclusive  of  installation)  mul¬ 
tiplied  by  the  figure  obtained  by  dividing 
the  period  of  the  remaining  useful  life 
of  the  property  at  the  date  of  removal  by 


the  period  of  the  normal  useful  life  of 
the  property  at  the  date  of  its  acquisition 
by  the  claimant. 

(iii)  The  property  shall  be  disposed 
of  by  a  bona  fide  sale  (as  determined  by 
the  State  agency)  at  the  highest  price 
offered  after  reasonable  efforts  have  been 
made  over  a  reasonable  period  of  time 
to  interest  prospective  purchasers.  A 
trade-in  of  the  property  may  be  con¬ 
sidered  a  bona  fide  sale,  and  the  trade-in 
allowance,  exclusive  of  any  amount  of 
discount  that  would  be  allowed  on  the 
price  of  the  property  being  acquired  in 
the  absence  of  the  trade-in,  shall  be  the 
amount  reali?;ed  upon  the  sale  of  the 
property. 

(iv)  If  the  amount  realized  from  the 
sale,  after  deducting  ordinary  and  rea¬ 
sonable  expenses  of  the  sale,  is  less  than 
the  fair  market  value  for  such  continued 
use,  the  difference  between  the  net 
amount  realized  and  the  fair  market 
value  is  the  amount  of  actual  direct  loss 
of  the  property. 

(2)  If  a  bona  fide  sale  is  not  effected 
because  no  offer  is  received  for  the  prop¬ 
erty,  after  reasonable  efforts  have  been 
made  over  a  reasonable  period  of  time 
to  sell  it,  then  its  fair  market  value  for 
continued  use,  ascertained  as  provided  in 
this  section,  is  the  amount  of  actual  di¬ 
rect  loss  of  the  property. 

(d)  Limitations.  (1)  The  amount  of 
payment  for  actual  direct  loss  of  any 
Item  of  property  shall  not  exceed  the 
amount  determined  in  accordance  with 
paragraph  (c)  of  this  section  or  the  esti¬ 
mated  amount  that  would  have  been 
required  to  relocate  such  property, 
whichever  is  less. 

(2)  No  payment  shall  be  made  under 
this  section  for  any  item  of  personal 
property  sold  or  traded  in  and  replaced 
with  a  substitute  item.  However,  nothing 
in  the  preceding  sentence  shall  preclude 
a  payment  for  moving  expenses,  in  ac¬ 
cordance  with  §  42.65(a)  (8) ,  with  respect 
to  the  replacement  of  such  item. 

(3)  The  cost  of  an  initial  appraisal  to 
determine  actual  direct  loss  of  property 
shall,  notwithstanding  any  other  provi¬ 
sion  of  S  42.35  with  respect  to  Federal 
share  of  costs,  be  included  as  a  project 
cost  in  the  same  manner  and  to  the  same 
extent  as  other  program  or  project  costs. 
No  payment  shall  be  made  imder  these 
regulations  for  the  cost  of  any  appraisal 
made  subsequent  to  such  initial  appraisal. 

(e)  Documentation  in  support  of  a 
claim.  A  claim  for  payment  under  para¬ 
graph  (a)  of  this  section  shall  be  sup¬ 
ported  by  written  evidence  of  loss  of 
tangible  property  which  may  include  ap¬ 
praisals,  certified  prices,  copies  of  bills 
of  sale,  receipts,  canceled  checks,  copies 
of  advertisements,  offers  to  sell,  auetion 
records,  and  such  other  records  as  may 
be  appropriate  to  support  the  claim. 

§  42.75  Arlual  reasonable  expenses  in 
searrhing  for  a  replaeenienl  business 
or  farm. 

A  displaced  person  who  satisfies  the 
pertinent  eligibility  requirements  of 
§  42.65  with  respect  to  actual  reasonable 
moving  expenses.  Is  eligible  for  actual 
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reasonable  expenses,  in  an  amount  not 
to  exceed  $500  unless  the  State  agency 
determines  that  a  greater  amount  is  jus¬ 
tified,  in  searching  for  a  replacement 
business  or  farm,  including  expenses  in¬ 
curred  for:  (a)  Transportation;  (b) 
meals  and  kjdging  away  from  home;  (c) 
time  spent  in  searching,  based  on  the 
hourly  wage  rate  of  the  salary  or  earn¬ 
ings  of  the  displaced  person  or  his  repre¬ 
sentative,  but  not  to  exceed  $10  per  hour; 
and  (d)  fees  paid  to  a  real  estate  agent 
or  broker  to  locate  a  replacement  busi¬ 
ness  or  farm. 

§  12.80  Alternate  |»ayuients — iii(li>  icliials 
and  families. 

(a)  General.  A  person  or  family,  who 
is  displaced  from  a  dwelling  who  is  eli¬ 
gible  for  a  payment  for  actual  reason¬ 
able  moving  expenses  imder  S  42.65,  may 
elect  to  receive  and  shall  be  paid,  in  lieu 
of  such  payment:  (DA  moving  expense 
allowance  not  to  exceed  $300  and  deter¬ 
mined  in  accordance  with  approved  Fed¬ 
eral  Highway  Administration  schedules 
established  by  the  State  in  which  the  dis¬ 
placement  occurred,  and  (2)  a  disloca¬ 
tion  allowance  of  $200. 

(b)  Limitations — joint  occupants  of 
single-family  dwellings.  If  individuals 
(not  a  family)  who  are  Joint  occupants 
of  a  single-family  dwelling  submit  more 
than  one  claim,  an  eligible  claimant  for 
a  pa3ment  under  paragraph  (a)  of  this 
section  may  be  paid  only  his  reasonable 
prorated  share  (as  determined  by  the 
State  agency)  of  the  total  pasment  ap¬ 
plicable  to  a  single  individual,  and  the 
total  of  alternate  payments  made  to  all 
such  claimants  moving  from  such  dwell¬ 
ing  shall  not  exceed  the  total  fixed  pay¬ 
ment  applicable  to  a  single  individual. 

§  42.85  Alternate  payments — liiiNinesses 
and  farm  operations. 

(a)  General.  A  displaced  person  who  is 
displaced  from  his  place  of  business  or 
farm  operation  and  is  eligible  for  pay¬ 
ments  under  S  42.65.  §  42.70,  or  S  42.75 
and  complies  with  the  requirements  set 
out  in  paragraph  (b)  of  this  section  may 
elect  to  receive  and  shall  be  paid,  in  lieu 
of  such  pa3mients,  a  payment  equal  to 
the  average  annual  net  earnings  of  the 
business  or  farm  operation  as  determined 
In  accordance  with  paragraph  (d)  of  this 
section,  except  that  such  payment  shall 
be  not  less  than  $2,500  nor  more  than 
$10,000.  For  purposes  of  this  section, 
the  dollar  limitation  specified  in  the  pre¬ 
ceding  sentence  shall  apply  to  a  single 
business,  regardless  of  whether  it  is  car¬ 
ried  on  under  one  or  more  legal  entitles. 

(b)  Requirements — businesses.  In  the 
case  of  a  business,  no  pa3mient  shall  be 
made  under  this  section  imless  the  State 
agency  determines  that  (1)  the  business 
cannot  be  relocated  without  a  substantial 
loss  of  its  existing  patronage,  based  on 
a  consideration  of  all  pertinent  circum¬ 
stances  including  such  factors  as  the 
type  of  business  conducted,  the  nature 
of  the  clientele,  and  the  relative  impor¬ 
tance  to  the  displaced  business  of  Its 
present  and  proposed  location;  (2)  the 
business  is  not  part  of  a  commercial 
enterprise  having  another  establishment 
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wliich  is  not  being  acquired  for  a  project 
and  which  is  engaged  in  the  .same  or  sim¬ 
ilar  business;  and  (3)  the  business  con¬ 
tributes  materially  to  the  income  of  the 
displaced  owner. 

(c)  Determination  of  number  of  “busi¬ 
nesses."  In  determining  whether  one  or 
more  legal  entitles  constitute  a  single 
business,  the  following  factors,  among 
others,  shall  be  considered ; 

(1)  The  extent  to  wliich  the  same 
premises  and  equipment  are  shared; 

(2)  The  extent  to  which  substantially 
identical  or  intimately  interrelated  busi¬ 
ness  functions  are  pursued  and  business 
and  financial  affairs  are  commingled; 

(3)  The  extent  to  which  such  entitles 
are  held  out  to  the  public,  and  to  those 
customarily  dealing  with  such  entities, 
as  one  business;  and 

(4)  The  extent  to  wliich  the  same  per¬ 
son  or  closely  related  persons  own,  con¬ 
trol  or  manage  the  affairs  of  the  en¬ 
tities. 

(d)  Determination  of  “average  annual 
net  earnings.”  “Average  annual  net  earn¬ 
ings”  for  the  purpose  of  this  section 
shall  be  computed  on  the  basis  of  the 
net  earnings  of  the  business  or  farm  op¬ 
eration,  before  Federal.  State,  and  local 
income  taxes,  during  the  2  taxable  years 
immediately  preceding  displacement  (or 
If  the  business  or  farm  was  not  in  opera¬ 
tion  that  long,  such  other  period  as  may 
be  approved  by  the  State  agency),  and 
Includes  salaries,  wages,  or  other  com¬ 
pensation  paid  the  business  or  farm 
operation  to  the  owner,  his  spouse  or  hla 
dependents.  If  the  State  agency  deter¬ 
mines  that  such  2-year  period  is  not 
equitable  for  establishing  earnings,  the 
lieriod  used  for  determining  average  an¬ 
nual  net  earnings  shall  be  a  substitute 
period  determined  by  the  State  agency 
to  be  representative. 

(e)  Determination  of  ownership.  The 
term  “owner”  as  used  in  this  section  in¬ 
cludes  the  sole  proprietor  in  a  sole  pro¬ 
prietorship,  the  principal  partners  in  a 
partnership,  and  the  principal  stock¬ 
holders  of  a  corporation,  as  determined 
by  the  State  agency.  For  purposes  of 
determining  a  principal  stockholder, 
stock  held  by  a  husband,  his  wife  and 
their  dependent  children  shall  be  treated 
as  one  unit. 

(f)  Documentation  in  support  of  a 
claim.  A  claim  for  payment  imder  para¬ 
graph  (a)  of  this  section  shall  be  sup¬ 
ported  by  such  reasonable  evidence  of 
earnings  as  may  be  aiH>roved  by  HUD. 
If  no  other  evidence  is  available,  such 
claim  shall  be  supported  by  copies  of 
Federal  Income  tax  returns, 

§  42.90  Replacement  housing  paynicnts 
fur  homeowners. 

(a)  General.  A  State  agency  shall 
make  to  a  displaced  person  who  is  dis¬ 
placed  from  a  dwelling  and  who  satisfies 
the  pertinent  eligibility  requirements  of 
§  42.55  and  the  conditions  of  paragraph 
(b)  of  this  section,  a  payment  not  to  ex¬ 
ceed  a  combined  total  of  $15,000  for: 

(1)  The  amount,  if  any,  which  when 
added  to  the  acquisition  cost  of  the 
dwelling  acquired  for  the  project  equals 
the  reasonable  cost  (as  determined  in 
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accordance  with  paragraph  (c)  (1)  of 
this  section)  of  a  comparable  replace¬ 
ment  dwelling:  Provided,  That  such 
amount  shall  not  exceed  the  difference 
between  the  acquisition  price  of  the  ac¬ 
quired  dwelling  and  the  actual  purchase 
price  of  the  replacement  dwelling. 

(2)  The  amoimt,  if  any  to  compen¬ 
sate  the  displaced  person  for  any  in¬ 
creased  interest  costs,  as  determined  in 
accordance  with  paragraph  (c)  (2)  of 
this  section,  which  such  displaced  per¬ 
son  is  required  to  pay  for  financing  the 
acquisition  of  a  replacement  dwelling: 
Provided,  That  no  such  payment  shall 
be  made  unless  the  dwelling  acquired  by 
the  State  agency  was  encumbered  by  a 
bona  fide  mortgage  which  was  a  valid 
lien  on  such  dwelling  for  not  less  than 
180  days  prior  to  the  initiation  of  nego¬ 
tiations  for  acquisition  of  such  dwelling. 

(3)  Reasonable  expenses,  determined 
in  accordance  with  paragraph  (c)  (3)  of 
this  section,  incurred  by  the  displaced 
person  incident  to  the  purchase  of  the 
replacement  dwelling,  but  not  includ¬ 
ing  prepaid  expenses. 

(b)  Eligibility  conditions.  (1)  A  dis¬ 
placed  person  Is  eligible  for  the  pay¬ 
ments  specified  In  paragraph  (a)  of  this 
section  If  such  displaced  person:  (1)  Ls 
displaced  from  a  dw-elling  acquired  for  a 
project,  or  demolished  (in  accordance 
with  local  code)  in  connection  with  a 
project;  (ii)  has  actually  owned  and 
occupied  such  dwelling  for  not  less  than 
180  days  prior  to  the  initiation  of  nego¬ 
tiations  for  its  acquisition;  (ill)  pur¬ 
chases  and  occupies  a  replacement  dwell¬ 
ing  which  Is  decent,  safe,  and  sanitary 
within  1  year  subsequent  to  the  date  on 
which  he  received  final  payment  from 
the  State  agency  of  all  costs  of  the  ac¬ 
quired  dwelling  or  the  date  on  which  he 
moves  from  the  acquired  dwelling,  which¬ 
ever  is  later. 

(2)  For  the  purpose  of  this  paragraph 
(b) ,  a  person  has  “owned”  a  dwelling  if 
he  (i)  held  fee  title,  a  life  estate,  a  99- 
year  lease,  or  a  lease  with  not  less  than 
50  years  to  run  from  date  of  acquisition 
of  the  property  for  the  project,  (li)  held 
an  Interest  in  a  cooperative  housing 
project  which  includes  the  rights  of  oc¬ 
cupancy  of  a  dwelling  imlt  therein.  (UD 
is  the  contract  purchaser  of  any  of  the 
foregoing  estates  or  Interests,  or  (Iv)  has 
a  leasehold  interest  with  an  option  to 
purchase. 

(3)  In  the  case  of  demolition  in  con¬ 
nection  with  a  project  the  term  “initia¬ 
tion  of  negotiations”  shall  mean,  for  the 
piuposes  of  this  paragraph  (b) ,  the  date 
such  person  vacates  the  dwelling. 

(4)  The  term  “Purchases”,  for  the 
purpose  of  this  paragraph  (b),  Include.s 
the  acquisition,  construction  or  rehabili¬ 
tation  of  a  dwelling,  the  purchase  and 
rehabilitation  of  a  substandard  dwelling, 
the  relocation  or  relocation  and  rehabili¬ 
tation  of  an  existing  dwelling,  or  the  en¬ 
tering  into  a  contract  to  purchase,  or  for 
the  construction  of,  a  dwelling  to  be  con¬ 
structed  on  a  site  to  be  provided  by  a 
builder  or  developer  or  on  a  site  which 
the  displaced  person  owns  or  acquires  for 
such  purpose.  Where  completion  of  con¬ 
struction,  rehabilitation,  or  relocation  of 
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a  replacement  dwelling  Is  delayed,  for 
reasons  beyond  control  of  the  displaced 
person,  beyond  the  date  by  which  oc¬ 
cupancy  is  required  imder  this  paragraph 

(b) ,  the  State  agency  may  determine  the 
date  of  occupancy  to  be  the  date  the  dis¬ 
placed  person  enters  into  a  contract  for 
such  construction,  rehabilitation,  or  re¬ 
location  or  for  the  purchase,  upon  com¬ 
pletion,  of  a  dwelling  to  be  constructed 
or  rehabilitated  if,  in  fact,  the  displaced 
person  occupies  the  replacement  dwelling 
when  the  construction  or  rehabilitation 
is  completed. 

(5)  Where,  for  reasons  of  hardship 
and  beyond  the  control  of  the  displaced 
person,  such  person  is  unable  to  occupy 
the  replacement  dwelling  by  the  date  by 
which  occupancy  is  required  under  this 
paragraph  (b),  the  State  agency  may 
determine  the  date  of  occupancy  to  be 
the  date  on  w'hlch  the  displaced  person 
became  entitled  to  possession  of  such 
dwelling;  Provided,  That  the  displaced 
person  occupies  the  replacement  dwelling 
within  such  reasonable  period  of  time  as 
shall  be  determined  by  HUD. 

(c)  Computation  of  replacement  hous¬ 
ing  payment — (1)  Cost  of  comparable 
replacement  dwelling.  The  cost  of  a  com¬ 
parable  replacement  dwelling  for  pur¬ 
poses  of  paragraph  (a)(1)  of  tliis  sec¬ 
tion,  shall  be  determined  by  one  of  the 
following  methods: 

(1)  Schedule  method.  In  accordance 
with  a  schedule  as  specified  in  |  42.160, 
which  establishes  the  reasonable  acquisi¬ 
tion  cost  for  comparable  replacement 
dwellings; 

(ii)  Comparative  method.  On  a  case- 
by-case  basis  by  determining  the  sales 
price  (together  with  any  adjustments 
necessary  to  reflect  the  market  sale  ex¬ 
perience)  of  one  or  more  dwellings  which 
have  been  selected,  by  the  State  agency 
or  by  the  displaced  person  with  the  ap¬ 
proval  of  the  State  agency,  and  which 
are  most  representative  of  the  acquired 
dwelling  unit  and  meet  the  definition  of 
“comparable  replacement  housing”  set 
out  in  §  42.20(b) :  Provided.  That  this 
method  shall  be  used  solely  at  the  option 
of  the  displaced  person;  or 

(iii)  Alternative  to  schedule  or  com¬ 
parative  method.  Where  the  State  agency 
determines  that  neither  the  schedule  or 
the  comparative  method  Is  feasible  In  a 
given  situation,  by  the  use  of  such  other 
method  as  may  be  approved  by  HUD. 

(2)  Interest  payments.  Interest  pay¬ 
ments  shall  be  equal  to  the  difference 
between  (i)  the  aggregate  interest  and 
other  debt  service  costs  of  the  amount 
of  the  principal  of  the  mortgage  on  the 
replacement  dwelling,  limited  to  the  un¬ 
paid  balance  of  the  mortgage  on  the  ac¬ 
quired  dwelling  over  its  remaining  term 
at  the  time  of  acquisition,  and  reduced  to 
discounted  present  value,  and  (11)  the 
aggregate  interest  and  other  debt  service 
costs  paid  on  the  mortgage  on  the  ac¬ 
quired  dwelling.  In  making  such  compu¬ 
tation,  the  aggregate  interest  and  other 
debt  service  costs  with  respect  to  the 
replacement  dwelling  shall  not  exceed 
the  prevailing  interest  rate  currently 
charged  by  the  mortgage  lending  insti¬ 
tutions  in  the  general  area  in  which  the 
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replacement  dwelling  is  located.  The  dis¬ 
count  rate  for  computing  the  present 
worth  of  future  payments  of  increased 
Interest  shall  be  computed  at  the  prevail¬ 
ing  interest  rate  paid  on  savings  deposits 
by  commercial  banks  in  the  general  area 
in  which  the  replacement  dwelling  is 
located.  (An  example  of  computation  of 
payment  for  increased  Interest  cost  is  set 
forth  below  as  Appendix  A  to  this  part.) 

(3)  Expenses  incident  to  the  purchase 
of  the  replacement  dwelling.  Such  pay¬ 
ments  shall  be  the  amount  necessary  to 
reimburse  the  displaced  person  for  actual 
costs  incurred  by  him  incident  to  the  pur¬ 
chase  of  the  replacement  dwelling, 
including : 

(i)  Legal,  closing,  and  related  costs  in¬ 
cluding  title  search,  preparing  convey¬ 
ance  contracts,  notary  fees,  surveys, 
preparing  drawings  or  plats,  and  charges 
paid  incident  to  recordation. 

(ii)  Lender,  FHA  or  VA  appraisal. 

(iii)  FHA  or  VA  application  fee. 

(iv)  Certification  of  structural  sound¬ 
ness. 

(V)  Credit  report. 

(Vi)  Owner’s  and  mortgagee’s  evi¬ 
dence  or  assurance  of  title. 

(vii)  Escrow  agent’s  fee. 

(viii)  Sales  or  transfer  taxes. 

No  reimbursement  shall  be  made  for  any 
fee,  cost,  charge,  or  expense  which  is 
determined  to  be  a  part  of  the  debt  serv¬ 
ice  or  finance  charge  under  title  I  of  the 
Truth  in  Lending  Act  (Public  Law  90- 
321),  and  Regulation  Z  issued  pursuant 
thereto  by  the  Board  of  Governors  of  the 
Federal  Reserve  System. 

(d)  Limitation  —  joint  owner-occu¬ 
pants  of  single-family  dwellings.  The 
total  amount  of  payment  imder  this  sec¬ 
tion  to  individuals  who  were  joint  owner- 
occupants  of  a  single-family  dwelling 
acquired  as  a  result  of  the  project  shall 
be  subject  to  the  limitation  of  !  42.80(b). 

§  'i2.9S  Replacement  liou»iing  payments 
fur  tenants  and  certain  others. 

(a)  General.  A  State  agency  shall 
make  to  a  displaced  person  who  satisfies 
the  eligibility  requirements  of  §  42.55  and 
the  conditions  of  paragraph  (b)  of  this 
section,  a  payment  not  to  exceed  $4,000 
for  either: 

(1)  An  amoimt,  computed  in  accord¬ 
ance  with  paragraph  (c)  (1)  of  this  sec¬ 
tion,  necessary  to  enable  such  displaced 
person  to  lease  or  rent  a  comparable  re¬ 
placement  dwelling  for  a  period  not  to 
exceed  4  years;  or 

(2)  An  amount,  computed  in  accord¬ 
ance  with  paragraph  (c)  (2)  of  this  sec¬ 
tion,  necessary  to  enable  such  displaced 
persons  to  make  a  downpayment  (in¬ 
cluding  incidental  expenses  described  in 
S  42.90(a)  (3) )  on  the  purchase  of  a  com¬ 
parable  dwelling:  Provided,  That  if  such 
amount  exceeds  $2,000,  such  displaced 
E>erson  shall  equally  match  any  such 
amount  in  excess  of  $2,000  in  making  the 
downpayment. 

(b)  Eligibility  conditions.  A  displaced 
person  is  eligible  for  the  payments  speci¬ 
fied  in  paragraph  (a)  of  this  section  if 
such  displaced  person; 

(1)  Has  actually  and  lawfully  occu¬ 
pied  the  dwelling  from  which  he  is  dis¬ 


placed  for  a  period  of  not  less  than  90 
days  prior  to  the  initiation  of  negotia¬ 
tions  for  acquisition  of  such  dwelling; 
and 

(2)  Is  not  eligible  to  receive  a  replace¬ 
ment  housing  pasunent  for  homeowners 
under  §  42.90;  and 

(3)  Where  such  displaced  person  was 
the  owner  of  the  dwelling,  such  dwelling 
is  acquired  for  a  project,  or  demolished 
(in  accordance  with  local  code)  in  con¬ 
nection  with  a  project;  Provided,  That 
an  owner  displaced  as  a  result  of  code 
enforcement  (other  than  by  demolition) 
or  voluntary  rehabilitation  shall  be  en¬ 
titled  to  a  payment  specified  under  para¬ 
graph  (a)(1)  of  this  section  necessary 
to  enable  him  to  lease  or  rent  a  compa¬ 
rable  dwelling  for  period  of  3  months,  or 
such  longer  period  as  is  reasonably  nec¬ 
essary  to  accomplish  the  code  enforce¬ 
ment  or  rehabilitation,  and  the 
computation  set  out  in  paragraph  (c)(1) 
of  this  section  shall  be  adjusted 
accordingly. 

In  the  case  of  code  enforcement,  volun¬ 
tary  rehabilitation,  improvement  of  pri¬ 
vate  property  or  demolition  in  connection 
with  a  project,  the  term  “Initiation  of 
negotiations”,  for  the  purposes  of  this 
paragraph  (b) ,  shall  mean  the  date  such 
displaced  person  vacates  the  dwelling. 

(c)  Computation  of  payments — (1) 
Rentals.  The  amount  of  payment  neces¬ 
sary  to  lease  or  rent  a  comparable  re¬ 
placement  dwelling,  as  specified  under 
paragraph  (a)(1)  of  this  section,  shall 
be  computed  by  subtracting  48  times  the 
base  monthly  rental  of  the  displaced  per¬ 
son  (as  determined  in  accordance  with 
subdivision  (i)  of  this  subparagraph 
(1)),  from  48  times  the  comparable 
monthly  rental  for  a  replacement  dwell¬ 
ing  (as  determined  in  accordance  with 
subdivision  (ii)  of  this  subparagraph 
(D). 

(i)  Base  monthly  rental.  The  base 
monthly  rental  shall  be  the  average 
person  for  the  3-month  period  prior  to 
initiation  of  negotiations:  Provided.  That 
the  base  monthly  rental  shall  be  the 
average  monthly  rental  during  such  3- 
month  period  for  similar  dwellings  in  an 
area  not  generally  less  desirable  than 
that  of  the  dwelling  from  which  such  per¬ 
son  was  displaced  (hereinafter  referred 
to  as  the  economic  rent)  where  (a)  the 
average  monthly  rental  paid  by  the  dis¬ 
placed  person  is  found  by  the  State 
agency  to  be  substantially  higher  or  lower 
than  the  economic  rent,  (b)  the  displaced 
person  w£is  the  owner  of  the  dwelling 
from  which  he  was  displaced:  And  pro¬ 
vided  further.  That  where  necessary  to 
satisfy  the  definition  under  §  42.20(b) 
(6)  of  comparable  replacement  housing 
as  being  within  the  financial  means  of 
the  displaced  person,  the  amoimt  of  such 
base  monthly  rental  shall  not  exceed 
25  percent  of  such  person’s  monthly 
income. 

(ii)  Comparable  monthly  rental  The 
comparable  monthly  rental  shall  be  the 
amount  of  rental  determined  by  the 
State  agency  under  one  of  the  following 
methods: 

(a)  Schedule  method.  In  accordance 
with  a  schedule,  as  specified  in  S  42.160, 
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which  establishes  the  average  monthly 
rentals  for  comparable  replacement 
housing; 

(b)  Comparative  method.  On  a  case 
by  case  basts  by  determining  the  average 
month’s  rent  for  one  or  more  dwellings 
which  have  been  selected  by  the  State 
agency  or  by  the  displaced  person  with 
the  approval  of  the  State  agency,  and 
which  are  most  representative  of  the 
acquired  dwelling  and  meet  the  defini¬ 
tion  of  “comi>arable  replacement  hous¬ 
ing”  set  out  in  §  42.20(b) :  Provided, 
That  this  method  shall  be  used  solely 
at  the  option  of  the  displaced  person;  or 

(c)  Alternative  to  schedule  or  com¬ 
parative  method.  Where  the  State  agency 
determines  that  neither  the  schedule  or 
comparative  method  is  feasible  in  a  given 
situation,  by  the  use  of  such  other 
method  as  may  be  approved  by  HUD. 

(2)  Downpayment.  The  downpayment 
for  which  a  payment  specified  under 
paragraph  (a)  (2)  of  this  section  may  be 
made,  together  with  any  matching  share 
which  may  be  required,  shall  not  exceed 
(1)  the  amount  required  as  a  downpay¬ 
ment  for  the  purchase  of  a  comparable 
dwelling  if  such  purchase  was  financed 
by  a  conventional  loan,  and  (il)  expenses 
incident  to  the  purchase  of  a  replace¬ 
ment  dwelling  computed  in  accordance 
with  §  42.90(c)  (3) :  Provided.  That  if  the 
amount  specified  in  subdivision  (i)  of 
this  subparagraph  (2)  is  less  than  the 
amount  required  of  the  displaced  person 
as  a  downpayment  for  the  purchase  of 
a  comparable  dwelling  financed  by  other 
than  a  conventional  loan,  such  amount 
shall  be  the  amount  which  the  Secre¬ 
tary  of  Housing  and  Urban  Development 
determines  to  be  necessary  for  such 
downpayment.  The  full  amount  of  a 
downpayment  imder  this  section  shall  be 
appli^  to  the  purchase  price  of  the  re¬ 
placement  dwelling  and  shall  be  shown 
on  the  closing  statement. 

(d)  Limitation  on  payments  and  dis¬ 
bursement  of  payments — (1)  Joint  occu¬ 
pants  of  single-family  dwellings.  The 
total  amoimt  of  payment  under  this  sec¬ 
tion  to  individuals  who  were  joint  occu¬ 
pants  of  a  single  family  dwelling  ac¬ 
quired  for  the  project  shall  be  subject  to 
the  limitation  of  §  42.80(b). 

(2)  Rental  replacement  housing — (i) 
Displaced  owner-occupants.  Where  a  dis¬ 
placed  person  is  not  eligible  for  replace¬ 
ment  housing  payment  tmder  §  42.90  be¬ 
cause  he  elects  to  rent  rather  than  pur¬ 
chase  a  replacement  dwelling,  the 
amoimt  of  payment  under  paragraph 
(c)(1)  of  this  section  shall  not  exceed  the 
amount  of  payment  for  which  such  dis¬ 
placed  person  would  have  been  eligible 
under  §  42.90  if  he  had  purchased  a  re¬ 
placement  dwelling. 

(li)  Disbursement.  Payments  in  excess 
of  $500  shall  be  made  annually  in  four 
equal  Installments:  Provided,  That  prior 
to  paying  each  such  installment,  the 
State  agency  shall  verify  that  the  dis¬ 
placed  person  (so  long  as  he  remains  in 
the  general  locality)  Is  occupying  decent, 
safe,  and  sanitary  housing. 
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Subpart  C — Relocation  Assistance 

Advisory  Program  and  Assurance  of 

Adequate  Replacement  Housing 
§  42.100  Purpose. 

The  purpose  of  this  subpart  is  to  set 
forth  requirements  with  respect  to  the 
development  and  implementation  of  a  re¬ 
location  assistance  advisory  program  for 
the  provision  of  specified  services,  and  to 
prescribe  the  obligation  of  the  State 
agency  not  to  displace,  or  cause  the  dis¬ 
placement  of,  any  person  from  his  dwell¬ 
ing  without  adequate  notice  and  imless 
adequate  replacement  housing  is  avail¬ 
able. 

§  42.103  Kcluralion  assislanre  a(lvi.><ory 
program. 

State  agencies  shall  develop  and  im¬ 
plement  a  relocation  assistance  advisory 
program  which  satisfies  the  require¬ 
ments  of  §  42.115  and  of  title  VI  of  the 
Civil  Rights  Act  of  1964  and  title  VIH 
of  the  Civil  Rights  Act  of  1968.  Such  pro¬ 
gram  shall  be  administered  so  as  to  pro¬ 
vide  advisory  services  which  offer  maxi¬ 
mum  assistance,  to  minimize  the  hard¬ 
ship  of  displacement,  and  to  assure  that 

(a)  all  persons  displaced  from  their 
dwellings  are  relocated  into  housing 
meeting  the  criteria  described  in  §  42.120, 
and  (b)  all  persons  displaced  from  their 
places  of  business  or  farm  operations  are 
assisted  in  reestablishing  writh  a  min¬ 
imum  of  delay  and  loss  of  earnings. 

§12.110  ILIigibility  fur  services. 

Relocation  assistance  advisory  serv¬ 
ices  shall  be  available  to: 

(a)  Any  person  who  occupies  prop¬ 
erty  from  which  he  will  be  displaced  for 
a  project  or  whose  personal  property  will 
be  so  displaced; 

(b)  Any  person  who  occupies  prop¬ 
erty  immediately  adjacent  to  the  project 
and  who  is  determined  by  the  State 
agency  to  be  caused  substantial  eco¬ 
nomic  injury  or  substantial  injury  or 
threat  to  his  health  or  personal  safety 
because  of  the  project;  and 

(c)  Any  person  who  moves  from  real 
property  or  moves  his  personal  prop¬ 
erty  from  real  property,  because  he  is 
displaced  from  other  real  property  on 
which  he  conducts  a  business  ot  farm 
operation. 

For  purposes  of  §  42.115,  any  person  or 
persons  de.scribed  in  paragraphs  (a) 
through  (c)  of  this  section  shall  be  an 
“eligible  person.” 

§  42.11.3  Miniiiiuin  requirements  of  re- 
loeution  assislunec  advisory  program. 

Each  relocation  assistance  advisory 
program  undertaken  pursuant  to  5  42.105 
shall  include,  at  a  minimiun,  such  meas¬ 
ures,  facilities,  or  services  as  may  be 
necessary  or  appropriate  in  order  to: 

(a)  Fully  inform  eligible  persons 
under  this  subpart  at  the  earliest 
I>ossible  date  as  to  the  availability  of 
relocation  payments  and  assistance  and 
the  ellgrlbillty  requirements  therefor,  as 
well  as  the  procedures  for  obtaining  such 
payments  and  assistance; 
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(b)  Through  direct  personal  inter¬ 
view,  determine  the  extent  of  the  need 
of  each  such  eligible  person  for  relocation 
assistance; 

(c)  Provide  current  and  continuing 
Information  on  the  availability,  prices 
and  rentals  of  comparable  sales  and 
rental  housing,  and  of  comparable  com¬ 
mercial  properties  and  locations; 

(d)  Assure  that,  within  a  reasonable 
period  of  time  prior  to  displacement, 
there  will  be  available  adequate  replace¬ 
ment  housing  meeting  the  criteria  de¬ 
scribed  in  §  42.120  equal  in  number  to 
the  number  of,  and  available  to,  such 
eligible  persons  who  will  be  displaced; 

(e)  Assist  any  such  eligible  person  dis¬ 
placed  from  his  business  or  farm  opera¬ 
tion  in  obtaining  and  becoming  estab¬ 
lished  in  a  suitable  replacement  loca¬ 
tion; 

(f)  Supply  to  such  eligible  persons 
Information  concerning  Federal  and 
State  housing  programs,  disaster  loan 
and  other  programs  administered  by  the 
Small  Business  Administration,  and 
other  Federal  or  State  programs  offering 
assistance  to  displaced  persons; 

(g)  Provide  other  advisory  services 
to  such  eligible  persons,  such  as  coun¬ 
selling  and  referrals  with  regard  to  hous¬ 
ing  financing,  employment,  training, 
health,  welfare,  and  other  assistance,  in 
order  to  minimize  hardships  to  such 
persons; 

(h)  Assist  each  such  eligible  person 
in  completing  any  required  applications 
and  forms; 

(i)  Inform  all  persons  who  are  ex¬ 
pected  to  be  displaced  by  acquisition  as 
to  the  eviction  policies  to  be  pursued 
in  carrying  out  the  project; 

(j)  Insure  adequate  inspection  of  all 
relocation  housing  resources  utilized  by 
displaced  persons,  prior  to  and  sub¬ 
sequent  to  occupancy  by  such  persons; 
and 

(k)  Provide  any  services  required  to 
insure  that  the  relocation  process  does 
not  result  in  different  or  separate  treat¬ 
ment  on  account  of  race,  color,  religion, 
or  national  origin. 

§  42.120  Requiremrnt  of  adequate  re- 
pluceniont  housing  prior  to  displarc- 
nient. 

(a)  Availability.  No  person  shall  be 
required  to  move  from  his  dwelling  on 
account  of  a  project  unless  within  a 
reasonable  period  of  time  prior  to  dLs- 
placement  there  are  available  to  such 
person  replacement  dwellings  which 
are: 

( l )  Decent,  safe,  and  sanitary ; 

(2)  Demonstrated  to  be  open  to  all 
persons  regardless  of  race,  color,  religion, 
sex,  or  national  origin  in  a  manner  con¬ 
sistent  with  title  vm  of  the  Civil  Rights 
Act  of  1968,  and  available  without  dis¬ 
crimination  based  on  source  of  income; 

(3)  In  an  area  not  subjected  to  imrea- 
sonable  adverse  environmental  condi¬ 
tions  from  either  natural  or  manmade 
sources,  and  in  an  area  not  generally  less 
desirable  nor  less  accessible  with  regard 
to  public  utilities  and  services,  schools, 
churches,  recreation,  transportation  and 
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other  public  and  commercial  facilities; 
and 

(4)  Reasonably  accessible  to  the  dis¬ 
placed  person’s  plsice  of  employment  or 
potential  emcdoyment; 

(5)  Adequate  in  size,  facilities,  and 
amenities  to  accommodate  the  needs  of 
the  displaced  person  and  his  family;  and 

(6)  Available  on  the  market  at  a  rental 
or  price  within  the  financial  means  of 
the  displaced  person,  but  not  exceeding 
a  rental  equal  to  25  percent  of  his  income 
or  a  purchase  price  of  2  to  2  times  his 
annual  income. 

(b)  Reasonable  offers  of  replacement 
housing.  The  requirement  in  paragraph 

(a)  of  this  section  shall  be  deemed  to 
have  been  satisfied  if  a  person  is  offered 
and  refuses  without  justification  reason¬ 
able  choices  of  specifically  identified  re¬ 
placement  dwellings  which  fully  meet  the 
criteria  listed  in  paragraph  (a)  of  this 
section. 

(c)  Use  of  temporary  housing — (1) 
General.  Subject  to  the  prior  approval  of 
HUD,  a  person  to  be  displaced  from  a 
dwelling  for  a  project  may  be  provided 
temporary  housing  (i)  in  cases  of  emer¬ 
gency  or  where  such  person  is  subject  to 
economic  hardship  or  conditions  hazard¬ 
ous  to  his  health  or  safety,  or  (ii)  in  ex¬ 
traordinary  situations  where  in  the  ab¬ 
sence  of  such  temporary  move,  the 
progress  of  the  project  would  be  substan¬ 
tially  delayed:  Provided,  That  the  fol¬ 
lowing  conditions  are  satisfied : 

(a)  Such  temporary  housing  is  decent, 
safe,  and  sanitary  and  within  the  finan¬ 
cial  means  of  such  person; 

(b)  The  State  agency  has  determined 
that  within  12  months  of  the  date  of  the 
temporary  move  or  such  longer  period 
as  HUD  may  approve,  replacement  hous¬ 
ing  meeting  the  criteria  specified  in  para¬ 
graph  (a)  of  this  section  will  be  available 
lor  occupancy  by  such  person; 

(c)  Prior  to  the  temporary  move,  such 
person  wiU  be  given  a  written  assurance 
that  (I)  replacement  housing  meeting 
the  criteria  specified  in  paragraph  (a) 
of  this  section  will  be  available  at  the 
earliest  possible  time,  but  in  any  event 
not  later  than  the  date  provided  under 

(b)  of  this  subdivision;  (2)  to  tire  extent 
practicable,  such  replacement  housing 
will  be  made  available  to  such  perscm 
on  a  priority  basis;  and  (J)  such  person 
may,  notwithstanding  the  provisions  of 
paragraph  (b)  of  this  section,  and  with¬ 
out  prejudicing  any  rights  imder  para¬ 
graph  (a)  of  this  section  with  respect  to 
available  replacement  housing,  reject  of¬ 
fers  of  replacement  housing  in  the  ex¬ 
pectation  of  tlie  availability  of  replace¬ 
ment  housing  by  the  time  such  person 
would  have  ordinarily  been  displaced  in 
accordance  with  the  construction  or  de¬ 
velopment  schedule  of  the  project. 

(2)  Continuing  obligations  of  State 
agency.  The  State  agency  sliall  continue 
to  furnish  to  all  persons  provided  tem¬ 
porary  housing  imder  subparagraph  (1) 
of  this  paragraph  all  relocation  assist¬ 
ance  provided  for  under  this  Subpart  C. 

(3)  Preservation  of  eligibility.  The  el¬ 
igibility  of  any  person  for  a  payment 
specified  under  any  section  of  the  regu¬ 
lations  in  this  part  shall  not  be  affected 


by  a  move  to  temporary  housing  under 
subparagraph  (1)  of  this  paragraph. 

(4)  Payment  of  moving  costs.  Costs 
In  connection  with  moving  a  person  to 
such  temporary  housing  shall  be  sub¬ 
ject  to  the  provisions  of  §  42.65(c)  (2) 
with  respect  to  actual  reasonable  moving 
expenses  for  temporary  moves.  Any  per¬ 
son  provided  temporary  housing  imder 
this  section  shall  be  entitled  to  actual 
reasonable  moving  expenses  for  which 
he  is  eligible  under  §  42.65  in  connection 
with  moving  mto  both  temporary  and 
permanent  housing:  Provided,  That  such 
person  may  elect  to  receive  an  alternate 
payment  under  §  42.80  in  lieu  of  actual 
reasonable  moving  expenses  with  respect 
to  one  of  either  of  such  moves. 

(d)  Notice.  No  person  lawfully  occupy¬ 
ing  real  property  shall  be  required  to 
move  from  a  dwelling  (assuming  a  re¬ 
placement  dwelling  as  required  in  para¬ 
graph  (a)  of  tills  section  is  available)  or 
to  move  his  business  or  farm  operation, 
without  at  least  90  days’  written  notice 
from  the  State  agency  acquiring  the  real 
property  or  ordering  its  demolition:  Pro¬ 
vided,  That  a  shorter  period  of  notice 
may  be  given  when  the  State  agency  de¬ 
termines,  with  HUD  concurrence,  that 
a  90-day  period  Is  impracticable.  In  ad¬ 
dition,  State  agencies  shall  simultane¬ 
ously  notify  each  individual  tenant  to  be 
displaced  as  well  as  each  owmer.  Where 
persons  are  expected  to  be  dLsplaced  by 
code  enforcement,  voluntary  rehabilita¬ 
tion  or  the  improvement  of  private  prop¬ 
erties  as  defined  In  §42.55  (c)  and  (d), 
the  State  agency  shall  take  all  reason¬ 
able  steps  to  urge  and  assure  that  owners 
of  real  property  give  tenants  to  be  dis¬ 
placed  at  least  90  days’  written  notice 
that  the  activities  will  take  place  or  that 
the  premises  must  be  vacated  (except 
where  the  continued  occupancy  of  the 
dwelling  constitutes  a  substantial  danger 
to  the  health  or  safety  of  tlie  occupants) . 
’This  policy  shall  be  Included  by  the  State 
agency  in  all  notices  served  on  property 
owners  requiring  that  code  enforcement 
work  be  done. 

(e)  Waiver.  The  requirement  in  para¬ 
graph  (a)  of  this  section  may  be  waived 
only  by  the  Secretary  of  Housing  and 
Urban  Development  under  the  following 
circumstances : 

( 1 )  When  displacement  Ls  necessitated 
by  a  major  disaster  as  defined  in  section 
102(1)  of  the  “Disaster  Rehef  Act  of 
1970’’  (84  Stat.  1745,  Public  Law  91-606) ; 
or 

(2)  During  periods  of  Presidcntially 
declared  national  emergencies;  or 

( 3 )  Such  other  extraordinary  or  emer¬ 
gency  situations  where  Immediate  pos¬ 
session  of  real  property  is  of  crucial 
Importance. 

§  42.1 2.>  <'(M>rdiiiali<tii  of  rt'localion  ao* 
livilic!*. 

State  agencies  shall  contact  other 
Federal,  State,  and  local  governmental 
agencies  to  determine  the  extent  of  pres¬ 
ent  and  proposed  governmental  actions 
in  or  affecting  the  locality  (or  locaUties) 
which  may  affect  the  carrying  out  of 
their  relocation  assistance  program  and 
the  availability  of  housing  resources. 


State  agencies  shall  be  required  to  stage 
their  project  activities  in  a  manner  which 
assures  the  availability  of  a  sufficient 
supply  of  adequate  replacement  housing 
meeting  the  requirements  of  §  42.120(a) . 
Consideration  shall  be  given  to  the  re¬ 
location  needs  of  other  programs  being 
carried  out  in  a  locaUty  and  the  progress 
of  construction  or  rehabilitation  of  re¬ 
placement  dwellings  or  other  relocation 
accommodations. 

Subpart  D — Real  Property  Acquisition 
§  42.130  Purpose. 

The  purposes  of  this  subpart  is  to  set 
forth  the  practices  to  be  followed  with 
respect  to  acquisition  of  real  property 
for  a  project,  and  to  provide  for  payments 
to  property  owners  for  expenses  inci¬ 
dental  to  transfer  of  title  and,  in  limited 
situations,  payments  for  litigation 
expenses. 

§  42.13.3  Real  properly  aeqiiisilioti  pra.-- 
liees. 

(a)  General.  In  order  to  carry  out  the 
purpose  of  the  regulations  in  this  part, 
as  set  out  in  §  42.10(b)  with  respect  to 
the  acquisition  of  real  property,  the  State 
agency  shall,  to  the  greatest  extent  prac¬ 
ticable  under  State  law,  be  guided  by 
the  following  policies  in  acquiring  real 
property  for  any  project: 

( 1 )  The  State  agency  shall  make  every 
reasonable  effort  to  acquire  such  real 
property  exjjeditiously  by  negotiation: 

(2)  Real  property  shall  be  appraised 
before  the  initiation  of  negotiations,  and 
the  owner  or  his  designated  representa¬ 
tive  shall  be  given  an  opportunity,  by 
reasonable  advance  notice  in  writing  or 
otherwise,  to  accompany  the  appraiser 
during  his  inspection  of  the  property; 

(3)  Before  the  initiation  of  negotia¬ 
tions  for  the  acquisition  of  such  real 
property,  the  State  agency  shall  establish 
an  amount  it  believes  to  be  just  compen¬ 
sation  therefor.  Such  amount  shall  be 
the  State  agency’s  review  appraiser’s  de¬ 
termination  of  the  fair  market  value  of 
the  property,  or  if  HUD  concurrence  is 
required  for  the  property  involved,  the 
fair  market  value  of  the  property  con¬ 
curred  in  by  HUD.  Any  decrease  or  in¬ 
crease  in  the  fair  market  value  of  the 
real  property  prior  to  the  date  of  valua¬ 
tion  caused  by  the  project  for  which 
such  property  is  acquired,  or  by  the  like¬ 
lihood  that  the  property  would  be  ac¬ 
quired  for  such  project,  other  than  that 
due  to  physical  deterioration  within  the 
reasonable  control  of  the  ovraer,  shall  be 
disregarded  in  the  appraisals  and  in  de¬ 
termining  the  compensation  for  the 
property.  Promptly  after  the  amount  of 
just  compensation  is  established  in  ac¬ 
cordance  with  this  paragraph,  the  State 
agency  shall  offer  to  acquire  the  prop¬ 
erty  for  the  full  amount  so  established, 
and  shall  provide  the  owner  with  a  writ¬ 
ten  statement  of,  and  summary  of  the 
basis  for,  such  amount.  ’This  summary 
shall  include,  as  a  minimum,  identifica¬ 
tion  of  the  real  property  and  the  estate 
or  interest  therein  to  be  acquired,  includ¬ 
ing  the  buildings,  structures,  and  other 
improvements  located  upon  the  real 
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property,  as  well  as  the  fixtures  consid¬ 
ered  to  be  a  part  of  the  real  property. 
If  only  a  portion  of  the  real  property 
is  to  acquired,  a  separate  statement 
shall  be  made  of  the  estimated  just 
compensation  for  such  portion  to  be  ac¬ 
quired  and,  where  appropriate,  of  dam¬ 
ages  or  benefits  to  the  remaining  real 
property.  The  date  of  valuation  ordi¬ 
narily  will  be  the  date  of  the  appraisal 
review.  If  there  is  a  significant  delay 
between  the  date  of  valuation  and  the 
date  of  acquisition,  the  appraisal  shall 
be  updated  or  a  new  appraisal  obtained 
to  refiect  the  value  as  of  such  later  date; 

(4)  No  owner  shall  be  required  to  sur¬ 
render  possession  of  real  property  before 
the  State  agency  pays  the  agreed  piu:- 
chase  price,  or  deposits  with  the  court 
in  which  the  State  agency  has  instituted 
a  condemnation  proceeding  for  such 
property,  for  the  benefit  of  the  owner, 
an  amount  not  less  than  the  fair  market 
value  of  such  property,  determined  in 
accordance  with  subparagraph  (3)  of 
this  paragraph,  or  the  amoimt  of  the 
award  of  compensation  in  the  condemna¬ 
tion  proceeding  for  such  property; 

(5)  Construction  or  development  of  a 
project  shall  be  so  scheduled  that  no  per¬ 
son  lawfully  occupying  real  property 
shall  be  required  to  move  from  a  dwelling 
(assuming  a  replacement  dwelling  as  re¬ 
quired  by  §  42.120(a)  will  be  available) 
or  to  move  his  business  or  farm  opera¬ 
tion,  without  at  least  90  days’  written  no¬ 
tice  from  the  State  agency  of  the  date  by 
which  such  move  is  required:  Provided, 
That  shorter  notice  may  be  given  where 
HUD  determines  that  such  90-day  notice 
is  impracticable ; 

(6)  If  the  State  agency  permits  an 
owner  or  tenant  to  occupy  the  acquired 
real  property  on  a  rental  basis  for  a  short 
term  or  for  a  period  subject  to  termina¬ 
tion  by  the  State  agency  on  short  no¬ 
tice,  the  amoimt  of  rent  required  shall 
not  exceed  the  fair  rental  value  of  the 
property  to  a  short-term  occupier,  or  25 
percent  of  the  income  of  such  owner  or 
tenant,  whichever  is  less; 

(7)  In  no  event  shall  the  State  agency 
either  advance  the  time  of  condemnation, 
or  defer  negotiations  or  condemnation 
and  the  deposit  of  funds  in  court  for  the 
use  of  the  owner,  or  take  any  other  ac¬ 
tion  which  is  coercive  or  misleading  in 
nature  (including  the  offer  of  payments 
under  the  regulations  in  this  part)  in 
order  to  compel  or  induce  an  agreement 
on  the  price  to  be  paid  for  the  property; 

(8)  If  any  interest  in  real  property  is 
to  be  acquired  by  exercise  of  the  power 
of  eminent  domain,  the  State  agency 
shall  institute  formal  condemnation  pro¬ 
ceedings.  No  State  agency  shall  inten¬ 
tionally  make  it  necessary  for  an  owner 
to  institute  legal  proceedings  to  prove 
the  fact  of  the  taking  of  his  real 
property; 

(9)  If  the  acquisition  of  any  part  of  a 
real  property  would  leave  its  owner  with 
an  uneconomic  remnant,  the  State 
agency  shall  offer  to  acquire  the  entire 
property;  and 

(10)  In  any  case  in  which  a  notice  is 
served  by  the  State  agency  of  its  inten- 
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tion  to  acquire  real  property,  initiation 
of  negotiations  shall  occur  within  90  days 
of  the  service  of  such  notice  of  intention. 

(b)  Real  property  acquisition  prac¬ 
tices  (.buildings,  structures,  and  improve¬ 
ments).  In  acquiring  real  property  for 
any  project,  a  State  agency  shall,  to  the 
greatest  extent  practicable  under  State 
law,  be  guided  by  the  following  ix>licies: 

(1)  If  the  State  agency  acquires  any 
interest  in  real  property,  it  shall  acquire 
at  least  an  equal  interest  in  all  buildings, 
structures,  or  other  improvements  lo¬ 
cated  thereon  and  which  it  requires  to 
be  removed  from  the  real  property  or 
which  it  determines  will  be  adversely  af¬ 
fected  by  the  use  to  which  the  real 
property  will  be  put; 

(2)  For  the  purpose  of  determining 
just  comi>ensation  to  be  f>aid  for  any 
building,  structure,  or  other  improve¬ 
ment  required  by  subparagraph  (1)  of 
this  paragraph  to  be  acquired,  such 
building,  structure,  or  other  improvement 
shall  be  deemed  to  be  a  part  of  the  real 
property  to  be  acquired  notwithstanding 
the  right  or  obligation  of  a  tenant,  as 
against  the  owner  of  any  other  interest 
in  the  real  property,  to  remove  such 
building,  structure,  or  other  improvement 
at  the  expiration  of  his  term,  and  the 
State  agency  shall  pay  to  the  tenant  as 
compensation  for  such  building,  struc¬ 
ture,  or  other  improvement,  the  greater 
of: 

(i)  The  amount  which  the  building, 
structure,  or  other  improvement  contrib¬ 
utes  to  the  fair  market  value  of  the  real 
property  to  be  acquired,  or 

(ii)  The  fair  market  value  of  the 
building,  structure,  or  other  improvement 
for  removal  from  the  real  property; 

(3)  Payment  under  subparagraph  (2) 
of  this  paragraph  shall  not  result  in  du¬ 
plication  of  any  payments  otherwise  au¬ 
thorized  by  law.  No  such  payment  shall 
be  made  unless  the  owner  of  the  real 
property  involved  disclaims  all  interest 
in  the  improvements  of  the  tenant.  In 
consideration  for  such  payment,  the 
tenant  shall  assign,  transfer,  and  release 
to  the  State  agency  all  his  right,  title,  and 
interest  in  and  to  such  improvements. 

Notliing  in  paragraph  (b)  (2)  or  (3)  of 
tliis  section  shall  deprive  the  tenant  of 
any  right  to  reject  payment  thereunder 
and  to  obtain  payment  of  just  compen¬ 
sation  for  his  property  interests  as 
otherwise  defined  and  provided  for  by 
applicable  law. 

§  42.1  10  I’ayiiH-nIs — exp«-n>.«‘s  itii-iilciilal 
to  transft‘r  <if  title. 

(a)  General.  The  State  agency,  as 
soon  as  practicable  after  the  date  of 
payment  of  the  purchase  price  or  the 
date  of  deposit  in  court  of  funds  to  satis¬ 
fy  the  award  of  compensation  in  a  con¬ 
demnation  proceeding  to  acquire  real 
property,  whichever  is  earlier,  shall  re¬ 
imburse  the  owner,  to  the  extent  the 
State  agency  deems  fair  and  reasonable, 
for  expenses  such  owner  necessarily  in¬ 
curred  for: 

( 1 )  Recording  fees,  transfer  taxes,  and 
similar  expenses  incidental  to  conveying 
such  real  property  to  the  State  agency; 
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(2)  Penalty  costs  for  prepayment  of 
any  preexisting  recorded  mortgage  en¬ 
tered  into  in  good  faith  encumbering 
such  real  property;  and 

(3)  The  pro  rata  portion  of  real  prop¬ 
erty  taxes  paid  which  are  allocable  to  a 
period  subsequent  to  the  date  of  vesting 
of  title  in  the  State  agency,  or  the  effec¬ 
tive  date  of  possession  of  such  real  prop¬ 
erty  by  the  State  agency,  whichever  is 
earlier. 

(b)  Documentation  in  support  of  a 
claim.  If  real  property  is  acquired  by 
condemnation,  a  claim  for  payment  un¬ 
der  paragraph  (a)  of  this  section  shall 
be  submitted  to  the  State  agency  and 
supported  by  such  documentation  as  may 
be  required  by  the  State  agency.  If  the 
real  property  is  acquired  by  purchase, 
payment  shall  be  made  at  settlement  of 
the  acquisition  and  accounted  for  in  the 
settlement  statement,  on  the  basis  of  such 
documentation  as  may  be  required  by  the 
State  agency. 

(c)  Time  for  filing  claims.  Each  such 
claim  shall  be  submitted  to  the  State 
agency  within  a  period  of  6  months  after 
the  acquisition  of  the  property,  the  pub¬ 
lication  of  the  regulations  in  this  part, 
or  the  filing  of  assurances  in  accordance 
with  §  42.30,  whichever  is  later. 

§  42.1 45  I’uyiiioiitM — litigution  exprii^^ex. 

(a)  General.  The  State  agency  shall 
reimburse  the  owner  of  any  real  property 
for  the  owner’s  reasonable  costs,  dis¬ 
bursements.  and  expenses  of  litigation, 
including  attorney,  appraisal,  and  engi¬ 
neering  fees,  actually  incurred  because 
of  condemnation  proceedings,  if : 

(1)  In  a  condemnation  proceeding  in¬ 
stituted  by  the  State  agency  to  acquire 
such  real  property  for  a  project,  the  final 
judgment  of  the  court  having  jurisdiction 
over  such  proceeding  is  that  the  State 
agency  cannot  acquire  the  real  property 
by  condemnation;  or 

(2)  Such  proceeding  is  abandoned  by 
the  State  agency  other  than  pursuant  to 
an  agreed-upon  settlement  of  the  pro¬ 
posed  acquisition  of  the  property  by 
direct  purchase;  or 

(3)  A  court  of  competent  jurisdiction 
renders  a  judgment  In  favor  of  the  owner 
as  plaintiff  in  an  inverse  condemnation 
proceeding  or  the  State  agency  effects  a 
settlement  of  such  proceeding. 

(b)  Limitations.  No  payment  under 
paragraph  (a)  of  this  section  shall  be 
made  unless-  HUD  Is  satisfied  that  the 
costs  involved  are  reasonable  and  di¬ 
rectly  and  necessarily  related  to  such 
condemnation  proceedings. 

(c)  Documentation  in  support  of  a 
claim.  A  claim  for  a  payment  under  para¬ 
graph  <a)  of  this  section  shall  be  sub¬ 
mitted  to  the  State  agency  and  supported 
by  such  documentation  as  may  be  re¬ 
quired  by  the  State  agency  and  HUI). 

(d)  Time  for  filing  claims.  Each  claim 
shall  be  submitted  to  the  State  agency 
within  a  period  of  6  months  after  (1) 
final  judgment  in  accordance  with  para¬ 
graph  (a)  (1)  or  (3)  of  this  section,  or 
the  abandonment  of  a  condemnation  pro¬ 
ceeding  by  a  State  agency,  whichever 
is  applicable;  (2)  the  issuance  of  the 
regulations  in  this  part;  or  (3)  the  filing 
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of  assurances  in  accordance  with  §  42.30, 
whichever  is  later. 

§  42.150  Effect  npon  property  arqni- 
Rition. 

(a)  The  provisions  of  this  Subpart  D 
create  no  rights  or  liabilities  and  shall 
not  affect  the  validity  of  any  property 
acquisitions  by  purchase  or  condemna¬ 
tion. 

(b)  Nothing  in  these  regulations  shall 
be  construed  as  creating  in  any  condem¬ 
nation  proceedings  brought  under  the 
power  of  eminent  domain  any  element  of 
value  or  of  damage  not  in  existence  im¬ 
mediately  prior  to  January  2,  1971,  the 
date  of  enactment  of  the  Uniform  Relo¬ 
cation  Assistance  and  Real  Property  Ac¬ 
quisition  Policies  Act  of  1970. 

Subpart  E — ^Administration 

§  42.155  Parpoee. 

The  purpose  of  this  subpart  is  to  set 
forth  the  provisions  relating  to  the  over¬ 
all  administration  of  the  regulations  in 
this  part. 

§  42.160  Schedules  of  compuralile  re¬ 
placement  dwellings. 

The  State  agency  shall  submit  for  HUD 
approval  a  schedule  of  the  average  price 
of  comparable  replacement  dwelling  in 
a  locality,  for  determining  the  amoimt  of 
replacement  housing  pasments  under 
S5  42.90(a)(1)  and  (c)(1)  and  42.95 
(a)  (2)  and  (c)  (2)  and  a  separate  sched¬ 
ule  of  average  monthly  rentals  for  com¬ 
parable  replacement  dwellings  in  the  lo¬ 
cality  for  determining  payments  under 
S  42.95(a)(1)  and  (c)(1).  The  schedules 
shall  be  consistent  with  the  regulations  in 
Subpart  C  of  this  part,  shall  be  kept  cur¬ 
rent  and  shall,  to  the  maximum  extent 
possible,  reflect  the  costs  set  forth  in 
schedules  used  by  other  State  agencies  in 
the  locality,  and  shall  be  available  in 
written  form  to  all  persons  in  the  ofBce 
of  the  State  agency.  If  there  is  an  in¬ 
sufficient  supply  of  comparable  replace¬ 
ment  housing  meeting  ^e  deflnition  of 
§  42.20(b)  with  respect  to  age  or  state  of 
repair,  new.  rehabilitated,  or  more  re¬ 
cently  constructed  housing,  including  as¬ 
sisted  housing,  shall  be  used  in  develop¬ 
ing  the  schedules. 

§  42.165  Notire  to  prisons  in  project 
area. 

The  State  agency  shall  furnish,  at  the 
earliest  possible  date,  to  all  persons  who 
own  or  occupy  property  witnin  a  project 
area  (or  the  area  of  the  federally  assisted 
activities)  and  who  are  anticii>ated  to 
be  displaced,  a  notice  or  information 
statement  advising  them  of  (a)  the  avail¬ 
ability  of  payments  under  these  regula¬ 
tions  to  eligible  persons,  (b)  the  office 
where  the  conditions  imder  which  such 
payments  will  be  made  are  available  for 
inspection,  and  (c)  the  earliest  date  on 
which  such  persons  may  move  and  still 
qualify  as  a  displaced  person.  The  State 
agency  shall  t^e  reasonable  steps  to 
publicize  this  information  in  language (s) 
and  in  a  fashion  most  likely  to  be  un¬ 
derstood  by  the  persons  to  be  affected, 
such  as  by  using  the  local  media,  posters 
in  public  places,  and  other  forms  of 
public  communication. 


S  42.170  Review  of  claims. 

The  State  agency  is  Initially  responsi¬ 
ble  for  determining  the  eligibility  of  a 
claim  for.  and  the  amount  of,  any  pay¬ 
ment  under  the  regiUations  in  this  part 
and  shall  maintain  in  its  files  complete 
and  proper  documentation  supporting 
the  determination.  The  determination  on 
each  claim  shall  be  made  or  approved 
either  by  the  governing  body  of  the 
agency  or  by  the  principal  executive  offi¬ 
cer  of  the  agency  or  his  duly  authorized 
designee. 

§  42.175  Prompt  payment. 

A  payment  shall  be  made  by  the  State 
agency  as  promptly  as  possible  after  a 
person’s  eligibility  has  been  determined 
in  accordance  with  the  regulations  in 
thLs  part.  Advance  payments  may  be 
made  in  hardship  cases  where  the  State 
agency  determines  such  advances  to  be 
appropriate  imder  the  regulations  in  this 
part. 

§  42.180  Agency  setoff  against  claim. 

The  State  agency  may  set  off  against 
the  claim  of  an  otherwise  eligible  person 
any  financial  claim  the  agency  may  have 
against  the  person  arising  out  of  the 
use  of  the  real  property,  subject  to  the 
qualification  set  forth  below.  Before  tak¬ 
ing  any  setoff  action,  the  State  agency 
shall  notify  the  displaced  person  of  its 
Intention  to  setoff  the  claim  and  shall 
advise  the  person  that  he  may  within 
30  days  file  a  statement  denying  or  dis¬ 
puting  the  claim.  If  such  statement  is 
filed  by  the  person,  the  State  agency  may 
tentatively  set  off  the  claim  if  it  insti¬ 
tutes  within  30  days  and  diligently  prose¬ 
cutes  a  judicial  action  to  obtain  a 
judgment  for  the  claim.  Once  the  State 
agency  obtains  a  judgment  for  the  claim, 
the  setoff  will  be  deemed  final.  If  judicial 
proceedings  are  instituted  and  the  State 
agency  Is  denied  a  judgment  or  if  the 
State  agency  does  not  institute  and  pros¬ 
ecute  proceedings  as  set  forth  above,  the 
State  agency  shall  pay  the  full  amoimt  of 
the  relocation  claim  if  otherwise  eligible. 

§  42.185  Approval  by  HUD. 

No  claim  for  a  payment  (other  than  a 
replacement  housing  payment)  in  ex¬ 
cess  of  $10,000  shall  be  paid  without  the 
prior  concurrence  of  HUD. 

§  42.190  Appeals  procedure  —  griev- 
anct's. 

Any  person  aggrieved  by  a  deter¬ 
mination  as  to  eligibility  for,  or  the 
amount  of,  a  pasunent  under  the  regula¬ 
tions  in  this  part  may  have  his  claim 
reviewed  or  reconsidered  by  the  head  of 
the  State  agency  or  his  authorized  des¬ 
ignee,  in  accordance  with  such  proce¬ 
dures  as  the  State  agency  shall  have 
established  for  such  review  or  reconsid¬ 
eration.  Where  such  person  is  not  satis¬ 
fied  by  such  review  or  redetermination, 
be  is  entitled  to  redetermination  of  his 
claim  by  HUD.  Any  person  or  class  of 
persons  may  similarly  seek  review  and 
revision  of  any  schedules  with  respect  to 
payments  under  the  regulations  in  this 
part. 


§42.195  Accounts  and  records. 

Accounts  and  records  shall  be  subject 
to  inspection  or  audit  at  all  reasonable 
times  by  HUD.  Records  pertaining  to 
eligibility  for  payments,  including  all 
claims,  receipted  bills,  or  other  docu¬ 
mentation  in  support  of  a  claim,  and  rec¬ 
ords  pertaining  to  action  on  a  claim,  shall 
be  retained  by  the  State  agency  for  not 
less  than  3  years  after  the  completion 
of  the  project.  Timely  and  complete  re¬ 
ports  shall  be  submitted  in  accordance 
with  HUD  requirements. 

§  42.290  Payments  not  to  be  consi»lcrc«l 
as  income. 

No  payment  received  under  these  regu¬ 
lations  by  a  displaced  person  shall  be 
considered  as  income  for  the  purposes  of 
the  Internal  Revenue  Code  of  1954;  or  for 
the  purposes  of  determining  the  eligibil¬ 
ity  or  the  extent  of  eligibility  of  any 
person  for  assistance  under  the  Social 
Security  Act  or  any  other  Federal  law. 

§  42.205  Displacement  in  conr.ecl^on 
witb  more  than  one  project. 

No  person  shall  be  entitled  to  more 
than  one  payment  under  each  of 
§5  42.65-42.95  and  §§42.140  and  42.145 
on  account  of  a  single  displacement  or 
a  single  acquisition,  notwithstanding 
that  the  displacement  or  acquisition  Is  in 
connection  with  more  than  one  Federal 
or  federally  assisted  project. 

§  42.210  Policies  and  requircnieiils  of 
HUD. 

All  determinations  or  other  actions 
by  the  State  agency  provided  for  under 
the  regulations  in  this  part  shall  be 
undertaken  in  accordance  with  the 
policies  and  requirements  of  HUD  as 
issued  from  time  to  time. 

§  42.215  ^'aivers. 

A  waiver  of  any  section  of  these  regu¬ 
lations  not  required  by  law,  may  be  au¬ 
thorized  only  with  respect  to  a  particu¬ 
lar  claim  and  by  the  Secretary  of  Hous¬ 
ing  and  Urban  Development  or  his 
his  authorized  designee  after  such  claim 
has  been  reviewed  by  HUD:  Provided, 
That  the  limitations  provided  in  §  42.60 
with  respect  to  the  time  of  filing  of 
claims  may  be  waived  by  the  State 
agency  for  good  cause  with  HUD 
concurrence. 

Appendix  A — Example  of  Comptttation  of 

Payment  for  Increased  Interest  Cost 

Under  S  42.90(e)  (2)  > 

DWELLING  TO  BE  ACQUIRED 


Acquisition  price - $12,  000.  00 

Existing  mortgage: 

Interest  rate  (percent) _  6 

Remaining  term  (years) _  10 

Remaining  principal  balance..  $7,295.93 
Monthly  principal  and  Interest 

payment _  $81. 02 


Owner's  equity _  $4, 704. 07 


*  The  example  of  computation  of  payment 
for  Increased  Interest  cost  set  out  above  ap¬ 
pears  on  page  10  of  H.  Rept.  No.  01-1656, 
91st  Cong.,  second  session  (Report  of  the 
Committee  on  Public  Works,  House  of  Repre¬ 
sentatives  accomp>anylng  S.l,  the  proposed 
Uniform  Relocation  Assistance  and  Real 
Property  Acquisition  PoUdes  Act  of  1970), 
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AVAILABL*  COMPARABLE  DECENT.  SAFE,  AND 
SANTTABT  DWELLING 

Price _ ®15, 000.  00 


Prevailing  Interest  rate  (per¬ 
cent)  -  • 

Supplemental  payment  for  re¬ 
placement  housing  cost  differ¬ 
ential  _  W,  000. 00 

Payment  for  Increased  Interest 
cost  _ _ _ _  $700.  00 


COMPUTATION  or  PAYMENT  FOR  INCREASED 
INTEREST  COST 


Monthly  principal  and  Interest 
cost  for  new  mortgage  of 
$7,295.93 — for  10  years  at  8  per¬ 
cent  Interest _  $88.  57 

Monthly  principal  and  Interest 
cost  for  existing  mortgage  of 
$7,295.93 — for  10  years  at  6 

percent  Interest _  $81.03 

Monthly  interest  difference -  $7. 56 

Present 'worth  of  $7.55  monthly 
Interest  difference  for  10  years, 
discounted  at  the  assumed  In¬ 
terest  rate  paid  on  savings  de¬ 
posits,  at  5  percent - - -  $700. 00 

Increased  Interest  cost  payment 
due  property  owner -  $700. 00 


PART  SI^REGULATIONS  GOVERN¬ 
ING  OPERATIONS  OF  THE  FED¬ 
ERAL  NATIONAL  MORTGAGE  AS¬ 
SOCIATION 

Sec. 

81.1  Scope  of  part. 

81.3  Common  stock. 

81.3  Dividends.  [Reserved] 

81.4  Debt  to  capital  ratla 

81.6  Issuance  of  obligations. 

81.6  Housing  for  low  and  moderate  income 

families.  [Reserved] 

81.7  Audits. 

81.8  Reports. 

Autboritt:  The  provisions  of  this  Part  81 
Issued  under  secs.  303(c),  S04(b).  30B(h). 
311,  13  n.S.C.  1718(c),  1710(b),  1723a(h), 
1723c. 

§  81.1  Scope  of  purl. 

This  port  is  established  for  the  codi¬ 
fication  of  regulations  governing  the  op¬ 
erations  of  the  Federal  National  Mort¬ 
gage  Association  (hereafter  in  this  part 
called  the  corporation)  issued  and  to  be 
Issued  from  time  to  time  by  the  Secretary 
of  Housing  and  Urban  Development,  aa 
authorized  by  the  Federal  National  Mort¬ 
gage  Association  Charter  Act  (hereafter 
In  this  part  called  the  CTharter  Act). 

§  81.2  Common  stock. 

(a)  The  corporation  is  authorized  to 
issue  shares  of  its  common  stock  to  each 
seller  or  borrower  who  makes  capital 
contributions  authorized  by  section 
303(b)  of  the  Charter  Act.  The  corpora¬ 
tion  is  further  authorized  to  issue  and 
sell  additional  shares  of  its  common 
stock  to  the  servicers  of  its  mortgages,  in 
consideration  for  payments  by  such 
servicers  into  the  corporation’s  capital 
or  capital  and  surplus  for  each  share  of 
an  amount  equal  to  the  then  current 
issue  price  of  the  common  stock  au¬ 
thorized  to  be  Issued  by  the  first  sen¬ 
tence  hereof;  but  no  such  stock  shall  be 
Issued  to  any  servicer  at  any  time  In 
excess  of  its  reasonably  foreseeable  need 
at  such  time  in  connecOcm  with  the 
amount  of  stock  required  to  be  hdd  pur¬ 


suant  to  section  303(c)  of  the  CJharter 
Act.  The  authorizations  of  this  para¬ 
graph  are  granted  on  the  condition  that 
the  Secretary  of  Housing  and  Urban 
Development  be  given  written  notice  at 
least  15  days  in  advance  of  any  change 
by  the  corporation  in  the  issue  price  of 
Its  stock  issued  pursuant  to  this  para¬ 
graph. 

(b)  For  any  and  all  stock  or  convert¬ 
ible  debt  Issues  other  than  stock  issued 
pursuant  to  paragraph  (a)  of  this  sec¬ 
tion,  the  corporation  is  authorized  to 
adopt  a  shareholder  resolution,  govern¬ 
ing  all  such  issues  and  sales  of  shares  of 
its  common  stock,  or  other  securities 
convertible  into  the  corporation's  com¬ 
mon  stock,  which  permits  the  corpora¬ 
tion  to  provide  for  or  limit  or  deny  to 
shareholders  pre-emptive  rights  in  all 
purchases  of  issues  of  such  stock  or  secu¬ 
rities.  Such  resolution  shall  be  effective 
with  respect  to  each  such  issue  from  and 
after  the  date  of  adoption  thereof  and 
until  expressly  repealed  or  amended  by 
a  subsequent  resolution  duly  adopted  in 
accordance  with  the  procedures  set  forth 
in  paragraph  (c)  of  this  section. 

(c)  The  sliareholder  resolution  au¬ 
thorized  by  paragraph  (b)  of  this  section 
shall  be  made  in  the  following  manner: 

(1)  The  Board  of  Directors  of  the  cor¬ 
poration  shall  adopt  the  proposed  resolu¬ 
tion  setting  forth  the  language  thereof 
and  directing  that  it  be  submitted  to  a 
vote  at  a  meeting  of  shareholders  of  the 
corporation,  which  may  be  either  an  an¬ 
nual  or  a  special  meeting. 

(2)  Written  notice  setting  forth  the 
proposed  resolution  or  a  siunmary  of  it 
shall  be  given  to  each  shareholder  of 
record  entitled  to  vote  thereon  within 
the  time  and  in  the  manner  provided  for 
notices  of  meetings  of  shareholders  in 
the  bylaws  of  the  corporation. 

(3)  At  such  meeting  a  vote  of  the 
shareholders  entitled  to  vote  thereon 
shall  be  taken  on  the  proposed  resolu¬ 
tion.  The  proposed  resolution  shall  be 
adopted  upon  receiving  the  affirmative 
vote  of  the  holders  of  at  least  tw’o-thlrds 
of  the  shares  of  the  corporation  which 
are  outstanding  and  entitled  to  vote 
thereon. 

(d)  For  any  Issues  other  than  stock 
Issued  as  authorized  by  paragraph  (a) 
of  this  section,  the  approval  of  the  Sec¬ 
retary  is  required  prior  to  the  issuance  by 
the  corporation  of  any  stock,  obligation, 
security,  or  similar  instrument. 

S  81.3  Dividends.  [Reserved] 

S  81.4  Debt  to  capital  ratio. 

(a)  The  aggregate  amount  of  obliga¬ 
tions  of  the  corporation  Issued  under 
section  304(b)  of  the  Charter  Act  and 
outstanding  at  any  one  time  shall  not 
exceed  25  times  the  sum  of  its  capital, 
capiital  surplus,  general  surplus,  reserves 
and  undistributed  earnings.  For  the  pur¬ 
poses  of  this  section,  the  outstandii^ 
aggregate  principal  amount  of  any  obli¬ 
gations  of  the  (orporatlon  Issued  under 
section  304(e)  of  the  (Charter  A<A  which 
are  entirely  subordinated  to  the  obliga¬ 
tions  of  the  corporation  issued  or  to  be 
Issued  imder  section  304(b)  of  the  (Char¬ 


ter  Act  shall  be  deemed  to  be  capital  of 
tbe  (orporatlon. 

(b)  In  tbe  event  at  any  time  of  a  re¬ 
duction  In  the  sum  of  the  corporation’s 
(opital,  capital  surplus,  general  surplus, 
reserves,  and  imdlstrlbuted  earnings,  the 
maximum  debt  to  capital  ratio  is  auto- 
matliolly  Increased  to  such  ratio  as  may 
be  necessary  to  Include  all  obligations 
Issued  under  said  section  304(b)  and 
outstanding  at  such  time.  In  the  event 
at  any  time  of  a  maturity  or  other  event 
requiring  the  payment  or  redemption  of 
any  of  the  obligations  issued  under  sec¬ 
tion  304(e)  of  the  Charter  Act,  the  maxi¬ 
mum  debt  to  capital  ratio  is  automati¬ 
cally  Increased  to  such  ratio  as  may  be 
necessary  to  pormit  the  issue  of  obliga¬ 
tions  under  section  304(b)  of  the  Charter 
Act  in  an  amount  sufficient  to  provide 
the  proceeds  required  to  pay  the  principal 
of  and  interest  on  the  obligations  out¬ 
standing  under  such  section  304(e)  and 
80  required  to  be  paid  or  redeemed  at 
such  time.  As  used  In  this  section,  the 
term  “maximum  debt  to  <»pltal  ratio’’ 
means  the  maximum  ratio,  set  forth  in 
paragraph  (a)  of  this  section  or  else¬ 
where,  which  may  be  borne  to  the  afore¬ 
said  sum  by  the  aggregate  principal 
amoimt  of  the  <x)rix>ration’s  obligations 
Issued  imder  section  304(b)  of  the  Char¬ 
ter  Act  and  outstanding  at  any  one  time. 
So  long  as  any  obligations  of  the  oorpx)- 
ration  Issued  under  section  304(e)  of  the 
Charter  Act  are  outstanding,  no  action 
shskll  be  taken  with  resp>ect  to  the  debt  to 
capitcd  ratio  provisions  of  this  subsec¬ 
tion  which  Is  detrimental  to  the  holders 
of  such  obligations. 

§  81.5  Issuance  of  obligations. 

The  corporation  Is  authorized,  up>on 
the  approval  of  the  Secretary  of  the 
Treasury,  to  issue  its  obligations  and  se¬ 
curities  from  time  to  time  under  subsec¬ 
tions  (b) ,  (d) .  and  (e)  of  section  304  of 
the  Charter  Act  In  such  amounts  as  may 
approved  In  writing  by  the  Secretary 
of  Housing  and  Urban  Development.  In 
the  event  at  any  time  of  a  maturity  or 
other  event  requiring  the  payment  or  re¬ 
demption  of  any  of  the  corpioratlon’s  out¬ 
standing  obligations,  the  corporation  is 
hereby  authorized,  upK>n  the  approval  of 
the  Secretary  of  the  Treasury,  to  issue  its 
obligations  and  securities  at  such  time 
under  any  of  the  aforesaid  subsections  of 
section  304  of  the  Charter  Act  In  an 
amount  sufficient  to  provide  the  pro¬ 
ceed  required  to  p>ay  the  princip>al  of 
and  Interest  on  the  obligations  so  re¬ 
quired  to  be  paid  or  redeemed  at  such 
time. 

§  81.6  Housing  for  low  and  moderate 
income  families.  [Reserved] 

§  81.7  Audits. 

The  b(X)ks  and  financial  transactions 
of  the  (Xtrporation  shall  be  made  availa¬ 
ble  for  audit  by  the  Secretary  of  Hous¬ 
ing  and  Urban  Development  at  any  time 
requested  by  him. 

§  81.8  Reports. 

The  corporation  shall  make  su(ffi  re¬ 
ports  concerning  its  activities  as  the  Sec¬ 
retary  of  Housing  and  Urban  Develop¬ 
ment  may  request. 


No.  346— Pt.  n— flea  I- 
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Subtitle  B — Regulations  Relating  to 
Housing  and  Urban  Development 

Chapter  I — Office  of  Assistant 
Secretary  for  Equal  Opportunity 

Subchapter  A — Fair  Housing 

Part 

100  Racial  and  ethnic  data. 

105  Fair  housing. 

Subchapter  B— Employment  and  Business 
Opportunity 

130  Equal  employment  opporttinlty 
under  HUD  contracts  and  HUD 
assisted  construction  contracts. 
SUBCHAPTER  A — FAIR  HOUSING 

PART  100— RACIAL  AND  ETHNIC 
DATA 

Sec. 

100.1  Purpose. 

lOO.a  Minority-group  identification. 

Authority:  The  provisions  ot  this  Part  100 
Issued  under  E.O.  11063,  27  F.B.  11527;  sec. 
602,  72  Stat.  252;  42  V.8.C.  2000d-l;  sec.  808, 
82  Stat.  84;  42  U.S.C.  3608;  sec.  2,  48  Stat. 
1246;  12  U.S.C.  1703;  sec.  7(d),  79  Stat.  670; 
42  U.S.C.  3536(d). 

§  100.1  Purpose. 

The  purpose  of  this  part  is  to  enable 
the  Secretary  to  carry  out  his  responsi¬ 
bilities  imder  the  provisions  of  Executive 
Order  11063,  dat^  November  20,  1962, 
title  VI  of  the  Civil  Rights  Act  of  1964, 
and  title  VIII  of  the  Civil  Rights  Act  of 
1968  prohibiting  discrimination  end  pro¬ 
viding  for  fair  housing  and  directing  the 
Secretary  to  administer  Housing  and 
Urban  Development  programs  and  ac¬ 
tivities  in  a  manner  afiSrmatively  to 
further  these  policies. 

§  100.2  Minority-group  idcntifiration. 

Participants  in  Housing  and  Urban 
Development  programs  shall  furnish 
such  information  as  the  Secretary  may 
require  concerning  minority-group  iden¬ 
tification  to  assist  the  Secretary  in  car¬ 
rying  out  his  responsibility  for  adminis¬ 
tering  the  national  policies  prohibiting 
discrimination  and  providing  for  fair 
housing. 

PART  105— FAIR  HOUSING 

Subpart  A — Purpose  and  Definitions 

Sec. 

105.1  Purpose. 

105.2  Definitions. 

Subpart  B — Procedures  for  Enforcement  nf 
Complaints  Against  Discriminatory  Housing 
Practices 

105.11  Submission  of  information. 

105.12  Complaints  to  be  filed  by  persons 

ag^eved. 

105.13  Where  to  file  complaints. 

105.14  Contents  of  complaint. 

105.15  Form  of  complaint;  amendments. 

105.16  Date  of  filing  of  complaint;  when 

notice  issues. 

105.17  Service  of  complaint;  filing  of 

answers. 

105.18  Referrals  to  State  or  local  fair  hous¬ 

ing  agencies. 

105.19  Suspension  of  proceedings. 

105.20  Reactivatlcm  of  referred  complaints. 

105.21  Investigation  and  decision  to  resolve. 

105.22  Subpoenas,  interrogatories,  and  In¬ 

vestigative  powers. 
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Subpart  C — Procedures  To  Rectify  Discriminatory 
Housing  Practices 

105.31  Conference,  conciliation,  and  persua¬ 

sion. 

105.32  Conciliation  agreements. 

105.33  Inability  to  obtain  voluntary  compli¬ 

ance. 

105.34  Notification  where  voluntary  compli¬ 

ance  is  not  Obtained. 

105.35  Confidentiality  of  conciliation  con¬ 

ferences. 

105.36  Other  action  by  the  Assistant  Sec¬ 

retary. 

Appendix — List  of  Department  of  Housing 
and  Urban  Development  Regional 
Ofilces  and  Jurisdictional  Areas. 

Authority:  The  provisions  of  this  Part  105 
Issued  under  82  Stat.  81-89,  79  Stat.  669,  42 
U.S.C.  3601-3619;  42  U.S.C.  3636(d). 

Subpart  A — Purpose  and  Definitions 

§  105.1  Purpose. 

(a)  The  regulations  set  forth  in  this 
part  contain  the  procedures  established 
by  the  Assistant  Secretary  for  Equal  Op- 
portimity  in  the  Department  of  Housing 
and  Urban  Development  for  carrying  out 
his  responsibility  with  respect  to  any 
complaint  filed  with  him  imder  section 
810  of  title  VIII  of  the  Civil  Rights  Act 
of  1968,  Public  Law  90-284,  42  U.S.C. 
3610. 

<b)  Where  a  person  charged  with  a  dis¬ 
criminatory  housing  practice  in  a  com¬ 
plaint  filed  under  section  810  of  title 
vni  is  also  prohibited  from  engaging 
in  similar  practices  imder  title  VI  of  the 
CivU  Rights  Act  of  1964,  42  U.S.C. 
2000d — 2000d-5,  or  Executive  Order 
11063  of  November  20,  1962,  on  Equal 
Opportunity  in  Housing  (27  F.R.  11527- 
30,  November  24,  1962)  or  other  appli¬ 
cable  law,  such  person  may  also  be  sub¬ 
ject  to  action  by  the  Department  of 
Housing  and  Urban  Development  or 
other  Federal  agency  under  the  rules, 
regulations,  and  procedures  prescribed 
from  time  to  time  pursuant  to  title  VI 
or  Executive  Order  11063  or  other  appli¬ 
cable  law. 

§  105.2  Dennitions. 

As  used  in  this  part, 

(a)  “Assistant  Secretary”  means  the 
Assistant  Secretary  for  Equal  Opportu¬ 
nity  in  the  Department  of  Housing  and 
Urban  Development. 

(b)  “Department”  means  Department 
of  Housing  and  Urban  Development. 

(c)  “Discriminatory  housing  practice” 
means  an  act  that  is  imlawful  under 
section  804,  805,  or  806  of  title  vm. 

(d)  “Dwelling”  means  any  building, 
structure,  or  portion  thereof  which  is 
occupied  as,  or  designed  or  Intended  for 
occupancy  as,  a  residence  by  one  or  more 
families,  or  any  vacant  land  which  Is 
offered  for  sale  or  lease  for  the  construc¬ 
tion  or  location  thereon  of  any  such 
building,  structure,  or  portion  thereof. 

(e)  “Family”  includes  a  single 
individual. 

(f)  “Person”  includes  one  or  more  in¬ 
dividuals,  corporations,  partnerships,  as¬ 
sociations,  labor  organizations,  legal  rep¬ 
resentatives,  mutual  companies.  Joint- 
stock  companies,  trusts,  unincorporated 


organizations,  trustees,  trustees  in  bank¬ 
ruptcy,  receivers,  and  fiduciaries. 

(g)  “State”  means  any  of  the  several 
States,  the  District  of  Coliunbia,  the 
Commonwealth  of  Puerto  Rico,  or  any 
of  the  territories  and  possessions  of  the 
United  States. 

(h)  “Title  VIII”  means  title  VHI  of  the 
Civil  Rights  Act  of  1968,  Public  Law  90- 
284,  42  U.S.C.  3601-3619. 

(i)  “To  rent”  includes  to  lease,  to  sub¬ 
lease,  to  let,  and  otherwise  to  grant  for 
consideration  the  right  to  occupy  prem¬ 
ises  not  owned  by  the  occupant. 

Subpart  B — Procedures  for  Enforce¬ 
ment  of  Complaints  Against  Dis¬ 
criminatory  Housing  Practices 
§  105.11  Submission  of  information. 

The  Assistant  Secretary  will  receive 
information  concerning  alleged  viola¬ 
tions  of  title  VIII  from  any  person. 
Where  the  information  constitutes  a 
complaint  witliin  the  meaning  of  title 
VIII  and  this  part,  it  shall  be  so  recorded 
under  §  105.16.  Where  additional  infor¬ 
mation  is  required  for  purposes  of  per¬ 
fecting  a  complaint  under  title  vni,  the 
Department  will  promptly  advise  what 
additional  information  is  needed  and  will 
provide  appropriate  assistance  in  the 
filing  of  such  complaint.  At  the  same 
time,  if  the  information  disclosed  so  war¬ 
rants,  appropriate  enforcement  proce¬ 
dures  may  be  initiated  by  the  Department 
under  E.O.  11063  on  Equal  Opportunity 
in  Housing  or  title  VI  of  the  Civil  Rights 
Act  of  1964,  and  the  information  may 
also  be  referred  to  any  other  Federal, 
State,  or  local  agency  having  an  interest 
in  the  matter. 

§  105.12  Complaints  to  be  filed  by  per¬ 
sons  aggrieved. 

Any  person  who  claims  to  have  been 
injured  by  a  discriminatory  housing  prac¬ 
tice  or  who  believes  that  he  will  be  ir¬ 
revocably  injured  by  a  discriminatory 
housing  practice  that  is  about  to  occur 
(in  this  part  called  “person  aggrieved”) 
may  file  a  complaint  no  later  than  180 
days  after  the  alleged  discriminatory 
housing  practice  occurred.  Such  com¬ 
plaint  may  be  filed  with  the  assistance 
of  an  authorized  representative  of  the 
person  aggrieved.  Including  any  organi¬ 
zation  acting  on  behalf  of  the  person 
aggrieved. 

§  105.13  ^'berc  to  file  compluints. 

Complaints  may  be  filed  by  mail  with 
Fair  Housing,  Department  of  Housing 
and  Urban  Development,  Washington, 
D.C.  20410,  or  any  regional,  area,  or 
Insuring  Olflce  of  the  Department.  Com¬ 
plaints  will  be  processed  through  the 
Department’s  Regional  Administrator 
having  juri.sdiction  in  the  State  in  which 
the  alleged  discriminatory  housing  prac¬ 
tice  occurred  or  is  about  to  occur.  A  list 
of  Department  Regional  Offices  with 
their  addre.sscs  and  areas  of  jurisdiction 
appears  as  an  appendix  to  this  part. 

§  105.1-1  (  Aintenis  of  (-ompluinl. 

Each  complaint  should  contain  sub¬ 
stantially  the  following  information: 
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(a)  Tlie  name  and  address  of  the  per¬ 
son  aggrieved. 

(b)  The  name  and  address  of  the  per¬ 
son  against  whom  the  complaint  is  filed 
(“respondent”). 

(c)  A  description  and  the  address  of 
the  dwelling,  which  Involves  the  alleged 
discriminatory  housing  practice. 

(d)  A  concise  statement  of  the  facta. 
Including  pertinent  dates,  constituting 
the  alleged  discrimatory  housing  prac¬ 
tice. 

§103.15  Form  uf  cuniphiint ;  aiiicnd- 
iiienls. 

Each  complaint  shall  be  in  writing  and 
signed,  and  shall  be  sworn  to  before  a 
notary  public,  or  sworn  to  before  a  duly 
authorized  representative  of  the  Assist¬ 
ant  Secretary.  Such  attestation  may  be 
made  at  the  time  of  the  investigation. 
The  Assistant  Secretary  may  also  require 
complaints  to  be  made  on  prescribed 
forms.  Copiplalnt  forms  shall  be  avail¬ 
able  to  all  persons  in  any  regional,  area, 
or  insuring  oflQce  of  the  Department. 
Appropriate  assistance  in  filling  out 
forms  and  in  filing  a  complaint  will 
be  rendered  by  personnel  in  any  of  such 
o£Bces.  Complaints  may  be  reasonably 
and  fairly  amended  at  any  time.  Notwith¬ 
standing  the  use  of  the  prescribed  form, 
any  written  statement  which  substan¬ 
tially  sets  forth  the  allegations  of  a  dis¬ 
criminatory  housing  practice  will  be  ac¬ 
cepted  as  a  title  vm  complaint. 

§  105.16  Date  of  filing  of  complaint; 
when  notice  issues. 

(a)  For  purposes  of  section  810(d)  of 
title  VIII,  a  complaint  shall  be  considered 
to  be  filed  when  it  is  received  in  such  form 
as  is  found  reasonably  to  meet  the  stand¬ 
ards  of  §S  105.14  and  105.15.  The  person 
aggrieved  shall  be  notified  of  the  date 
of  filing  and  of  his  right  to  bring  court 
action  tmder  sections  810  and  812.  The 
30  days  provided  in  section  810(d)  of 
title  vm  within  which  a  civil  action  may 
be  commenced  shall  be  deemed  to  begin 
with  the  receipt  by  the  complainant  of 
a  notice  from  the  Assistant  Secretary 
that  he  does  not  intend  to  resolve  the 
complaint  or  he  is  terminating  his  efforts 
to  conciliate  the  matter. 

(b)  At  any  time  after  the  expiration  of 
30  days  from  the  date  of  the  filing  of  a 
complaint,  or  upon  dismissal  of  the  com¬ 
plaint  at  any  stage  of  the  proceedings, 
the  complainant  may  demand  in  writing 
that  a  notice  of  the  occurrence  of  either 
of  such  events  issue  pursuant  to  section 
810(d)  of  title  vm.  and  the  Assistant 
Secretary  shall  promptly  issue  such  no¬ 
tice,  with  copies  to  all  parties.  The  com¬ 
plainant  shall  be  advised  by  certified  mail 
of  the  right  to  request  such  notice  of 
the  expiration  of  the  30-day  period. 

(c)  In  the  case  of  a  complaint  referred 
to  a  State  or  local  agency  and  subse¬ 
quently  reactivated  by  the  Assistant  Sec¬ 
retary  pursuant  to  §  105.20,  the  person 
aggrieved  and  the  respondent  shall  each 
be  notified  of  the  date  of  reactivation  and 
complainant’s  right  to  request  a  notice 
under  paragraph  (b)  of  this  section. 

(d)  Issuance  of  notice  pursuant  to 
paragraph  (b)  of  this  section  shall  sus¬ 
pend  further  proceedings  by  the  Depart- 
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ment  unless  the  Assistant  Secretary  de¬ 
termines  otherwise. 

(e)  Notwithstanding  paragraph  (a)  of 
this  section,  a  complaint  may  be  deemed 
filed,  for  purposes  of  the  180-day  period 
of  section  810(b)  of  title  VIII,  upon  the 
receipt  of  written  information  sxiflB- 
ciently  precise  to  Identify  the  parties  and 
describe  generally  the  action  or  practice 
complained  of.  Such  a  complaint  may  be 
amended,  as  provided  in  S  105.15,  to  cure 
technical  defects  or  omissions,  including 
failure  to  verify  the  complaint,  or  to 
clarify  and  amplify  allegations  made 
therein,  and  any  amendment  shall  be 
deemed  to  be  made  as  of  the  original 
filing  date. 

§  105.17  Service  uf  coiiiplaiiil;  tiling  of 
aiisiwrrs. 

Upon  the  filing  of  a  complaint  within 
the  meaning  of  §  105.16(a) ,  and  upon  any 
amendment  of  such  a  complaint,  a  copy 
thereof  shall  be  furnished  respondent 
by  certified  mail  or  through  personal 
service  by  Department  representatives. 
The  respondent  may  file  an  answer  to 
the  complaint  at  any  time  prior  to  the 
expiration  of  7  days  after  the  date  the 
complaint  is  received  by  him.  The  answer 
shall  be  sworn  to  before  a  notary  public 
or  sworn  to  before  a  duly  authorized 
representative  of  the  Assistant  Secretary. 
With  leave  of  the  Assistant  Secretary  an 
answer  may  be  amended  at  any  time  and 
sworn  to  as  provided  in  this  section.  The 
Assistant  Secretary  will  permit  answers 
to  be  amended  whenever  he  believes  It 
woiild  be  reasonable  and  fair  to  do  so. 

§  105.18  Referrals  to  State  or  local  fair 
housing  agencies. 

Whenever  the  Assistant  Secretary  de¬ 
termines  consistent  with  Department 
standards  that  a  State  or  local  fair  hous¬ 
ing  law  provides  rights  and  remedies  sub¬ 
stantially  equivalent  to  those  provided 
by  title  vm  for  a  person  aggrieved  by  a 
discriminatory  housing  practice  alleged 
In  a  complaint  filed  with  the  Assistant 
Secretary  hereunder,  the  Assistant  Sec¬ 
retary  shall  notify  the  appropriate  State 
or  local  agency  of  such  complaint.  The 
Assistant  Secretary  shaU  give  the  com¬ 
plainant  and  the  respondent  notice  In 
writing  of  such  referral.  Notices  under 
this  section  shall  be  by  certified  mall. 

§  105.19  Suspension  of  proceedings. 

When  a  fair  housing  complaint  has 
been  referred  to  a  State  or  local  fair 
housing  agency  pursuant  to  i  105.18. 
then  proceedings  under  the  regulations 
In  this  part  for  title  vm  shall  be  sus¬ 
pended  and  no  fmlher  action  shall  be 
taken  by  the  Assistant  Secretary  here¬ 
under  except  as  provided  In  S  105.20. 

§  105.20  Reactivation  of  referred  rom- 
plaints. 

(a)  Whenever  proceedings  have  been 
suspended  pursuant  to  9  105.19,  the  As^ 
slstant  Secretary  may  reactivate  the  case 
If  he  certifies  that  In  his  Judgment  the 
protection  of  the  rights  off  the  parties 
or  the  Interests  of  Justice  require  such 
action. 

(b)  As  a  matter  of  policy,  such  cer¬ 
tification  shall  be  made  routinely  when 
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the  State  or  local  agency  has  not  com¬ 
menced  proceedings  within  30  days  fol¬ 
lowing  the  referral  of  the  complaint  to 
it.  or  having  commenced  action  has  not 
carried  forth  such  proceedings  with  rea¬ 
sonable  promptness  within  the  Judgment 
of  the  Assistant  Secretary. 

§  105.21  Investigation  and  (lecL.ion  to 
resolve. 

(a)  Within  30  days  after  a  complaint 
Is  filed  or  within  30  days  after  reactiva¬ 
tion  by  the  Assistant  Secretary  In  the 
case  of  a  complaint  referred  to  a  State 
or  local  agency  and  subsequently  reacti¬ 
vated  pursuant  to  §  105.20,  the  Assistant 
Secretary  shall  investigate  the  complaint 
and  give  notice  in  writing  to  the  person 
aggrieved  and  to  the  respondent  if  the 
Assistant  Secretary  intends  to  take  fur¬ 
ther  action  with  respect  to  the  complaint. 

(b)  Notwithstanding  paragraph  (a)  of 
this  section,  where  the  allegations  of  a 
complaint  on  their  face,  or  as  amplified 
by  the  statements  of  the  complainant, 
disclose  that  the  complaint  Is  not  timely 
filed  or  otherwise  fails  to  state  a  valid 
claim  for  relief  under  title  Vin,  the  As¬ 
sistant  Secretary  may  dismiss  the  com¬ 
plaint  without  further  action. 

(c)  If  the  Assistant  Secretary  decides 
not  to  resolve  a  complaint,  or  to  dismiss 
It  under  paragraph  (b)  of  this  section, 
he  shall  advise  the  person  aggrieved  In 
writing  of  the  disposition  of  the  case. 
Respondent  shall  also  be  notified  In  any 
case  where  he  has  been  served  with  a 
copy  of  the  complaint. 

(d)  The  Assistant  Secretary  may.  In 
the  processing  of  a  case,  utilize,  with 
their  consent,  the  services  of  State  or 
local  agencies  charged  with  the  admin¬ 
istration  of  fair  housing  laws  or  of  ap¬ 
propriate  Federal  agencies. 

(e)  Any  party  adversely  affected  by  a 
determination  imder  paragraph  (a)  or 
(•b)  of  this  section  may,  within  5  days 
of  receipt  of  notice  of  a  determination, 
request  that  the  Assistant  Secretary  re¬ 
consider  his  action.  Such  request  for  re¬ 
consideration  wdll  be  granted  only  on  the 
basis  of  additional  material  evidence  not 
previously  available  to  the  party  request¬ 
ing  reconsideration  or  for  other  good 
cause  shown. 

§  105.22  Subpoenas,  inlerrogatories, 
and  inve-Migative  powers. 

The  Assistant  Secertary  encourages 
voluntary  cooperation  In  his  Investiga¬ 
tions  but  will  resort  to  the  compulsory 
processes  authorized  by  section  811  of 
title  vm  when.  In  his  Judgment,  such 
resort  becomes  appropriate  In  order 
reasonably  to  expedite  handling  of  com¬ 
plaints.  The  provisions  «f  section  811  of 
title  vm  shall  apply.  In  such  cases,  to 
the  Issuance  and  use  of  subpoenas  by 
the  Assistant  Secretary  on  his  own  be¬ 
half  or  on  behalf  of  a  respondent,  and  to 
the  Issuance  and  use  by  the  Assistant 
SecreUuT  of  Interrogatories  to  a  re¬ 
spondent;  however,  the  legality  of  each 
such  issuance  shall  be  approved  by  the 
General  Counsel.  Payment  of  witness 
and  mileage  fees  shall  be  made  as  pro¬ 
vided  for  in  section  811(c)  In  an  amount 
allowed  under  the  rules  governing  such 
payment  by  the  U.S.  district  courts.  Fees 
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payable  to  a  witness  summoned  by  sub- 
pooia  issued  at  the  request  of  a  respond¬ 
ent  shall  be  paid  by  respondent. 

Subpart  C — Procedures  to  Rectify 

Discriminatory  Housing  Practices 

§  105.31  Conference,  eoneiliulion,  and 
persua.siun. 

If  the  Assistant  Secretary  has  decided 
to  resolve  a  complaint,  he  shall  endeavor 
to  eliminate  or  correct  the  discriminatory 
housing  practice  alleged  therein  by  in¬ 
formal  methods  of  conference,  concilia¬ 
tion,  and  persuasion.  These  endeavors 
need  not  be  terminated  even  if  the  per¬ 
son  aggrieved  has  commenced  a  civil  ac¬ 
tion  in  an  appropriate  court  under  title 
VIII,  but  all  efforts  to  obtain  voluntary 
compliance  shall  immedately  terminate 
when  such  civil  action  comes  to  trial, 
imless  the  court  specifically  requests  as¬ 
sistance  from  the  Assistant  Secretary, 
or  directs  otherwise. 

§  105.32  Conrilialion  agrf‘(‘nionls. 

In  conciliating  or  taking  other  action 
pursuant  to  §  105.31,  the  Assistant  Secre¬ 
tary  shall  attempt  to  achieve  a  just 
resolution  of  the  complaint  and  to  ob¬ 
tain  assurances,  where  appropriate,  that 
the  respondent  will  satisfactorily  remedy 
any  violations  of  the  rights  of  the  per¬ 
son  aggrieved  and  will  take  such  action 
as  will  assure  the  elimination  of  dis¬ 
criminatory  housing  practices  or  the  pre¬ 
vention  of  their  occurrence  in  the  fu¬ 
ture.  The  terms  of  such  settlement  shall 
be  reduced  to  a  written  conciliation 
agreement,  signed  by  both  parties,  and  by 
the  Assistant  Secretary  or  his  represen¬ 
tative.  Such  conciliation  agreement  shall 
seek  to  protect  the  interests  of  the  com¬ 
plainant,  his  group,  and  the  public  in¬ 
terest.  Written  notice  of  disposition  of 
a  case  pursuant  to  §  105.31  and  of  the 
terms  of  settlement  shall  be  given  to  the 
parties  by  the  Assistant  Secretary  or  his 
representative.  The  Assistant  Secretary 
may,  from  time  to  time,  review  compli¬ 
ance  with  the  terms  of  any  settlement 
agreement  and  may,  upon  a  finding  of 
nonoompliance,  take  such  enforcement 
action  as  is  provided  for  imder  the  settle¬ 
ment  agreement  or  as  may  otherwise  be 
appropriate. 

§  10.5..33  Inability  to  obtain  voluntary 
romplianrr. 

Should  a  respondent  fail  or  refuse  to 
confer  with  the  Assistant  Secretary  or 
his  representative,  or  fail  or  refuse  to 
make  a  good  faith  effort  to  resolve  any 
dispute,  or  should  the  Assistant  Secretary 
find  for  any  other  reason  that  voluntary 
agreement  is  not  likely  to  result,  the 
Assistant  Secretary  may  terminate  his 
efforts  to  conciliate  the  dispute.  In  such 
event,  the  parties  shall  be  notified 
promptly  in  writing  that  such  efforts 


have  been  unsuccessful,  and  the  com¬ 
plainant  will  be  notified  of  his  legal 
rights  in  regard  to  his  complaint. 

§  10.5.31  Notifiralinn  wbore  voliinlary 
rum plia lire  is  not  obtained. 

The  person  aggrieved  shall  be  notified 
in  writing  by  registered  or  certified  mail 
when  the  Assistant  Secretary  has  deter¬ 
mined  that  he  is  unable  to  obtain 
voluntary  compliance  through  informal 
methods  of  conference,  conciliation,  or 
persuasion.  The  30  days  provided  in  sec¬ 
tion  810(d)  of  title  VIII  within  which  a 
civil  action  may  be  commenced  shall  be 
deemed  to  begin  upon  the  receipt  of  such 
notice. 

§  10.5.3.5  (^infidiMiliulily  of  ronriliulion 
ronfrrenres. 

Once  the  Assistant  Secretary  has  de¬ 
cided  to  resolve  a  complaint  under  title 
VIII  and  respondent  has  agreed  to  par¬ 
ticipate  in  informal  endeavors  by  the 
A.ssistant  Secretary  for  such  purposes, 
nothing  that  is  said  or  done  thereafter, 
during  and  as  a  part  of  the  Assistant 
Secretary’s  endeavors  to  resolve  the  com¬ 
plaint  by  informal  methods  of  confer¬ 
ence,  conciliation,  and  persuasion,  may 
be  made  public,  or  used  as  evidence  in  a 
subsequent  proceeding  under  title  VIII, 
without  the  written  consent  of  the  per¬ 
sons  concerned. 

§  105.36  Other  aetion  by  the  .4!i!<i!>lant 
Sei-retary. 

If  voluntary  compliance  has  not  been 
obtained  and  the  Assistant  Secretary  has 
terminated  efforts  at  conciliation  in  a 
case  where  after  evaluation  of  the  inves¬ 
tigation  the  evidence  on  balance  indi¬ 
cates  there  has  been  a  discriminatory 
housing  practice,  the  Assistant  Secretary 
may  pursue  one  or  more  of  the  follow¬ 
ing  courses  of  action: 

(a)  Recommend  to  the  Attorney  Gen¬ 
eral  of  the  United  States  that  he  insti¬ 
tute  a  civil  action  under  section  813  of 
title  Vin  for  relief  against  a  pattern  or 
practice  of  resistance  to  the  full  enjoy¬ 
ment  of  any  of  the  rights  granted  by 
said  title  or  a  denial  of  rights  under  the 
title  to  a  group  of  persons  raising  an 
issue  of  general  public  importance. 

(b)  Refer  the  matter  to  the  Attorney 
General  for  such  other  action  as  he  may 
deem  appropriate. 

(c)  Institute  enforcement  proceedings 
under  E.O.  11063  or  title  VI  of  the  Civil 
Rights  Act  of  1964,  in  accordfmee  with 
regulations  and  procedures  prescribed 
therefor. 

(d)  Inform  any  other  Federal  agency 
appearing  to  have  an  interest  in  the  en¬ 
forcement  of  respondent’s  obligations 
with  respect  to  discrimination  in 
housing. 


Ai’PEXiiix — I.i.sT  OP  Department  of  ITousino 
AND  Urban  Dkvbu»pment  Kboionai.  Offices 
AND  JCRISDK'TIONAL  AREAS 


Region 

Address 

Jurisdictional  area 

1 . 

R(X>tii  8(X)  John  F. 
Ki'iineily  Federal 
Hldg.,  lloston,  M.V 

Connecticut,  Maine 
.Mas.saehusetts,  New 
Hampshire,  Rhodo 
Island,  Vermont. 

11 . 

2(1  Federal  Plar.a. 

.New  York,  NY 

New  Jersey,  New 

York,  Puerto  Rico, 
Virgin  Islands. 

Ill . 

f'urtls  Hldg..  Sixth 
and  Wiiliiut  Six., 
I’hiladelphia,  I*A 
I'.dDfi. 

Delaware,  District  of 
Columbia,  Mary¬ 
land,  Penii.sylvunla, 
Virginia. 

West  Virginia. 

IV . 

I*|•aehtre^ -Seventh 
Hldg..  .Mlaiita,  U.V 

Alabama,  Florida, 
(leorgia,  Kentucky, 
Mtssissl|)pi,  North 
Carolina,  South 
Carolina,  Tetinessce. 

V . 

.'«ll  .x!oiith  Walker 

Dr..  t'hUMgo.  lb 
(Uttillt). 

Illinois,  Indiana, 
Minnesota,  Michigan, 
Ohio,  Wisconsin. 

VI . 

F*‘deial  Olfiee  Hldg., 
Slit  'I'.ivior  St.. 

Fort  Worth.  TX 
Ttiloj. 

Arkansas,  Louisiana, 
New  Mexico,  Okla¬ 
homa,  Texa.s. 

VII.... 

3011  Federal  Ofliee 
Hldg.,  nil  Walnut 
St.,  Kansas  t'ilv. 

Mo  tHl(W. 

Iowa,  Kansas.  Mis¬ 
souri,  Nebraska. 

VIII... 

Federal  Hldg.,  llHil 
Stout  St.,  Denver, 
CO  80202. 

Colorado,  Montana, 
North  Dakota, 

South  Dakota, 

Utah,  Wyoming. 

IX . 

tno  tioldeii  (late 

Ave.,  Host  Olliee 

Hox  3(>(KI3,  San 
Francisco,  CA 

1M1U2. 

Arizona,  California, 
Hawaii,  Nevada, 
Ouam,  American 
Samoa. 

X . 

Arcade  I’laza  Hldg., 
1321  Second  Ave., 
Seattle,  WA  'J8101. 

Alaska,  Idaho,  Ore¬ 
gon,  Washinglou. 

SUBCHAPTER  B — EMPLOYMENT  AND  BUSINESS 
OPPORTUNITY 


PART  1 30— EQUAL  EMPLOYMENT  OP¬ 
PORTUNITY  UNDER  HUD  CON¬ 
TRACTS  AND  HUD  ASSISTED  CON¬ 
STRUCTION  CONTRACTS 

Sec. 

130.1  PiiriKjse. 

130.5  Dennllioiis. 

130.10  Responsibilities. 

130.15  Equal  opportunity  clause. 

130.20  Exemptions. 

130.25  Award  of  contracts. 

130.30  Affirmative  action  compliance  pro¬ 
grams — nonconstruction  con¬ 

tracts.  . 

130.35  Affirmative  action  compliance  pro¬ 
grams — construction  contracts. 
130.40  Prebid  requirements  and  confer¬ 
ences. 

130.45  Participation  in  areawide  equal  em¬ 
ployment  opportunity  program. 
130.50  Reports  and  other  required  infor¬ 
mation. 

130.55  Compliance  reviews. 

130.60  Complaint  procedure. 

130.65  Hearings  and  sanctions. 

130.70  Intimidation  and  Interference. 

130.75  Segregated  facilities  certificate. 
130.80  Solicitations  or  advertisements  for 
employees. 

130.85  Access  to  record  of  employment. 
130.90  Notices  to  be  posted. 

130.95  Program  directives  and  instructions. 
130.100  Effective  date. 

Authority  :  The  provisions  of  this  Part  130 
Issued  under  sec.  201,  Executive  Order  11246, 
30  F.R.  12319;  and  41  CFR  60-1.6(c). 

§  130.1  Purpose. 

This  part  prescribes  standards  and 
procedures  for  the  Department  of  Hous¬ 
ing  and  Urban  Development  in  the  im¬ 
plementation  of  its  responsibilities  as  a 
compliance  agency  under  Executive 
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Order  11246;  the  rules  and  regulations 
of  the  Secretary  of  Labor,  codified  in  41 
CFR  Chapter  60,  prescribed  thereunder; 
and  other  rules,  orders,  instructions, 
designations,  and  directives  issued  by  the 
OfiBce  of  Federal  Contract  Compliance, 
Department  of  Labor. 

§  130.S  Definitions. 

(a)  “Administering  agency”  means 
any  department,  agency,  and  establish¬ 
ment  in  the  executive  branch  of  the  Gov¬ 
ernment,  including  any  wholly  owned 
Government  corporation,  which  admin¬ 
isters  a  program  involving  federally 
assisted  construction  contracts. 

(b)  “Agency”  means  any  contracting 
or  any  administering  agency  of  the 
Government, 

(c)  “Applicant”  means  an  applicant 
for  Federal  assistance  from  the  Depart¬ 
ment  involving  a  construction  contract, 
or  other  participant  in  a  program  in¬ 
volving  a  construction  contract  as  deter¬ 
mined  by  the  Department,  The  term  also 
includes  such  persons  after  they  became 
recipients  of  such  Federal  assistance. 

(d)  “Compliance  Agency”  means  the 
agency  designated  by  the  Director  on  a 
geographical,  industry,  or  other  basis  to 
conduct  compliance  reviews  and  to  im- 
dertake  such  other  responsibilities  in 
connection  with  the  administration  of 
the  OTder  as  the  Director  may  determine 
to  be  appropriate.  In  the  absence  of  such 
a  designation  the  Compliance  Agency 
will  be  determined  as  follows: 

(1)  In  the  case  of  a  prime  contractor 
not  involved  in  construction  work,  the 
Compliance  Agency  will  be  the  agency 
whose  contracts  with  the  prime  con¬ 
tractor  have  the  largest  aggregate  dollar 
value; 

(2)  In  the  case  of  a  subcontractor  not 
involved  in  construction  work,  the  Com¬ 
pliance  Agency  will  be  the  Compliance 
Agency  of  the  prime  contractor  with 
which  the  subcontractor  has  the  largest 
aggregate  value  of  subcontracts  or  pur¬ 
chase  orders  for  the  performance  of 
work  under  contracts; 

(3)  In  the  case  of  a  prime  contractor 
or  subcontractor  involved  in  construc¬ 
tion  work,  the  Compliance  Agency  for 
each  construction  project  will  be  the 
agency  providing  the  largest  dollar  value 
for  the  construction  projects;  and 

(4)  In  the  case  of  a  contractor  who  is 
both  a  prime  contraictor  and  subcon¬ 
tractor,  the  Compliance  Agency  will  be 
determined  as  if  such  contractor  is  a 
prime  contractor  only. 

(e)  “Construction  work”  means  the 
construction,  rehabilitation,  alteration, 
conversion,  extension,  demolition  or  re¬ 
pair  of  buildings,  highways,  or  other 
changes  or  improvements  to  real  prop¬ 
erty,  including  facilities  providing  utility 
services.  The  term  also  Includes  the 
supervision,  inspection,  and  other  onsite 
functions  incidental  to  the  actual  con¬ 
struction. 

(f)  “Contract”  means  any  Govern¬ 
ment  contract  or  any  federally  assisted 
construction  contract. 

(g)  “Contractor”  means,  unless  other¬ 
wise  indicated,  a  prime  contractor  or 
subcontractor. 


(h)  “Department”  means  the  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment. 

(1)  “Director”  means  the  Director, 
Office  of  Federal  Contract  Compliance, 
U.S.  Department  of  Labor,  or  any  per¬ 
son  to  whom  he  delegates  authority 
under  the  regulations  of  the  Secretary 
of  Labor. 

(j)  “Equal  opportunity  clause”  means 
the  contract  provisions  set  forth  in 
§  8.15  (a)  or  (b) ,  as  appropriate, 

(k)  “Facilities”  as  used  in  §  130.75,  in¬ 
cludes,  but  is  not  limited  to  waiting 
rooms,  work  areas,  restaurants  and  other 
eating  areas,  time  clocks,  restrooms, 
wash  rooms,  locker  rooms  and  other  stor¬ 
age  or  dressing  areas,  parking  lots,  drink¬ 
ing  fountains,  recreation  or  entertain¬ 
ment  areas,  transportation,  and  housing 
facilities  provided  for  employees. 

(l)  “Federally  assisted  construction 
contract”  means  kny  agreement  or  modi¬ 
fication  thereof  between  any  applicant 
and  any  person  for  construction  work 
which  is  paid  for  in  whole  or  in  part 
with  funds  obtained  from  the  Govern¬ 
ment  or  borrowed  on  the  credit  of  the 
Government  pursuant  to  any  Federal 
program  involving  a  grant,  contract 
loan,  insurance,  or  guarantee,  or  under¬ 
taken  pursuant  to  any  Federal  program 
involving  such  grant,  contract,  loan,  in¬ 
surance,  or  guarantee,  or  any  applica¬ 
tion  or  modification  thereof  approved 
by  the  Department  for  a  grant,  contract, 
loan.  Insurance,  or  guarantee  imder 
which  the  applicant  Itself  participates 
in  the  construction  work. 

(m)  “Government”  means  the  Gov¬ 
ernment  of  the  United  States  of  America. 

(n)  “Government  contract”  means 
any  agreement  or  modification  thereof 
between  any  contracting  agency  and  any 
person  for  the  furnishing  of  supplies  or 
services  or  for  the  use  of  real  or  personal 
property,  including  lease  arrangements. 
Services,  as  used  in  this  section  includes, 
but  is  not  limited  to,  the  following  serv¬ 
ices:  Utility,  construction,  transporta¬ 
tion,  research,  insurance,  and  fund  de¬ 
pository.  Government  contract  does  not 
include  (1)  agreements  in  which  the 
parties  stand  in  the  relationship  or  em¬ 
ployer  and  employee,  and  (2)  federally 
assisted  construction  contracts. 

(o)  “Hearing  officer”  means  the  in¬ 
dividual  or  board  of  individuals  desig¬ 
nated  to  conduct  hearings. 

(p)  “Modification”  means  any  altera¬ 
tion  in  the  terms  and  conditions  of  a 
contract.  Including  supplemental  agree¬ 
ments,  amendments,  and  extensions. 

(q)  “Order”  means  Parts  11,  III,  and 
IV  of  Executive  Order  11246,  dated  Sep¬ 
tember  24,  1965  (30  F.R.  12319),  as 
amended  by  Executive  Order  11375  dated 
October  13.  1967  (32  F.R.  14303),  and 
any  Executive  Order  amending  or  super¬ 
seding  such  orders. 

(r)  “Person”  means  any  natural  per¬ 
son,  corporation,  partnership,  imincor- 
porated  association.  State  or  local  gov¬ 
ernment,  and  any  agency,  instrumental¬ 
ity,  or  subdivision  of  such  a  government. 

(s)  “Prime  contractor”  means  any 
person  holding  a  contract,  and  for  the 
purposes  of  Subpart  B  (General  En¬ 


forcement,  Compliance  Review,  and 
Complaint  Procedure)  of  the  “rules  and 
regulations”,  any  person  who  has  held 
a  contract  subject  to  the  order. 

(t)  “Recruiting  and  training  agency” 
means  any  person  who  refers  workers 
to  any  contractor  or  subcontractor,  or 
who  provides  or  supervises  apprentice¬ 
ship  or  training  for  employment  by  any 
contractor  or  subcontractor. 

(u)  “Rules,  regulations,  and  relevant 
orders”  of  the  Secretary  of  Labor  used 
in  paragraph  (4)  of  the  equal  opportu¬ 
nity  clause  means  rules,  regulations,  and 
relevant  orders  of  the  Secretary  of  I^bor 
or  his  designee  issued  pursuant  to  the 
order. 

(v)  “Secretary”  means  the  Secretary 
of  Housing  and  Urban  Development. 

(w)  “Site  of  construction”  means  the 
general  physical  location  of  any  build¬ 
ing,  highway,  or  other  change  or  im¬ 
provement  to  real  property  which  is 
undergoing  construction,  rehabilitation, 
alteration,  conversion,  extension,  demo¬ 
lition,  or  repair  and  any  temporary  loca¬ 
tion  or  facility  at  which  a  contractor, 
subcontractor,  or  other  participating 
party  meets  a  demand  or  performs  a 
function  relating  to  the  contract  or  sub¬ 
contract. 

(x)  “Subcontract”  means  any  agree¬ 
ment  or  arrangement  between  a  con¬ 
tractor  and  any  person  (in  which  the 
parties  do  not  stand  in  the  relationship 
of  an  employer  and  an  employee) : 

(1)  For  the  furnishing  of  supplies  or 
services  or  for  the  use  of  real  or  personal 
property,  including  lease  arrangements, 
which,  in  whole  or  in  part,  is  necessary 
to  the  performance  of  any  one  or  more 
contracts;  or 

(2)  Under  which  any  portion  of  the 
contractor’s  obligation  under  any  one 
or  more  contracts  is  performed,  under¬ 
taken  or  assumed. 

(y)  “Subcontractor”  means  any  per¬ 
son  holding  a  subcontract  and,  for  the 
piuposes  of  Subpart  B  (General  En¬ 
forcement;  Compliance  Review,  and 
Complaint  Procedure)  of  the  “rules  and 
regulations,”  any  person  who  has  held  a 
subcontract  subject  to  the  order.  The 
term  “First-tier  subcontractor”  refers  to 
a  subcontractor  holding  a  subcontract 
with  a  prime  contractor. 

(z)  “United  States”  as  used  herein 
shall  include  the  several  States,  the  Dis¬ 
trict  of  Columbia,  the  Commonwealth 
of  Puerto  Rico,  the  Panama  Canal  Zone, 
and  the  possessions  of  the  United  States. 

§  130.10  RenponNibililies. 

(a)  General.  The  Department  of 
Housing  and  Urban  Development  is  re¬ 
sponsible  for:  (1)  Implementing  the 
requirements  of  the  order,  the  “rules  and 
regulations,”  OFXX!  directives  and  all 
other  rules,  regulations,  and  orders 
issued  pursuant  thereto,  and  (2)  obtain¬ 
ing  the  compliance  of  all  contractors  for 
which  the  Department  is  the  Compliance 
Agency. 

(b)  Contract  Compliance  Officer 
(CCO).  The  Assistant  Secretary  for 
Equal  Opportimity  has  been  designated 
the  Contract  Compliance  Officer  (CCO) 
for  the  Department  by  the  Secretary  (35 
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P.R.  7138,  May  6,  1970),  and  is  respon¬ 
sible  for  developing  and  administering 
the  Department’s  program  under  the 
order. 

(c)  General  Deputy  Contract  Compli¬ 
ance  Officer  (.GDCCO).  The  Deputy 
Assistant  Secretary  for  Equal  Oppor¬ 
tunity  has  been  designated  the  General 
Deputy  Contract  Compliamce  OflScer 
(GDCCO)  for  the  Department  by  the 
Secretary  (35  P.R.  7138,  May  6,  1970), 
to  assist  the  Contract  Compliance  Officer 
in  the  performance  of  his  duties.  He  is 
authorized  to  exercise  the  authority 
delegated  to  the  Contract  Compliance 
Officer. 

(d)  Deputy  Contract  Compliance  Offi¬ 
cer  (DCCO).  Each  Assistant  Regional 
Administrator  for  Equal  Opportunity 
has  been  designated  by  the  Contract 
Compliance  Officer  as  Deputy  Contract 
Comcdlance  Officer  (DCCO)  for  the 
Region  In  which  he  serves.  Deputy  Con¬ 
tract  Compliance  Officers  are  responsible 
for  field  administration  of  programs  of 
contract  compliance  in  conformity  with 
directives  and  guidelines  promulgated  by 
the  Contract  Compliance  Officer. 

(e)  Heads  of  Program  Areas.  Assistant 
Secretaries  of  the  Department  who  are 
authorized  to  extend  Federal  financial 
assistance  whieh  Involves  construction 
work  shall  be  responsible  for  effectuat¬ 
ing  the  Order,  “rules  and  regulations,” 
OPCC  directives,  this  Part  130,  directives 
of  the  Department  and  all  other  rules, 
regulations,  and  orders  Issued  pursuant 
thereto  as  they  relate  to  construction 
contracts  financially  assisted  by  the 
Department. 

§  130.15  Equal  opportunity  clauiiie. 

(a)  Government  contracts.  Except  as 
otherwise  provided,  the  following  equal 
opportunity  clause  contained  In  section 
202  of  the  Order  shall  be  included  in 
each  Government  contract  entered  into 
by  the  Department  (and  modification 
thereof  If  not  Included  In  the  original 
contract) : 

During  the  performance  of  this  contract, 
the  contractor  agrees  as  foUows: 

(1)  The  contractor  will  not  discriminate 
against  any  employee  or  applicant  for  em¬ 
ployment  because  of  race,  color,  religion,  sex, 
(w  national  origin.  The  contractor  will  take 
afllrmatlTe  action  to  ensure  that  applicants 
are  employed,  and  that  employees  are  treated 
during  employment,  without  regard  to  their 
race,  color,  religion,  sex,  or  national  origin. 
Such  action  shaU  include,  but  not  be  limited 
to,  the  following;  Employment,  upgrading, 
demotion,  or  transfer,  recruitment  or  recruit¬ 
ment  advertising;  layoff  or  termination; 
rates  of  pay  or  other  forms  of  compensation; 
and  selection  for  training,  including  appren¬ 
ticeship.  The  contractor  agrees  to  post  in 
conspicuous  places,  available  to  employees 
and  applicants  tar  employment,  notices  to  be 
provided  by  the  contracting  officer  setting 
forth  the  provisions  of  this  nondiscrimina¬ 
tion  clause. 

(2)  The  contractor  will.  In  all  solicitations 
or  advertisements  for  employees  placed  by 
or  on  behalf  of  the  contractor,  state  that 
aU  qualified  applicants  will  receive  consid¬ 
eration  for  employment  without  regard  to 
race,  color,  religion,  sex,  or  national  origin. 

(3)  TTie  contractor  wUl  send  to  each  labor 
union  or  repesentative  of  workers  with  which 
he  has  a  collective  bargaining  i^reement  or 
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other  contract  or  understanding,  a  notice  to 
be  provided  by  the  Department’s  contract¬ 
ing  officer,  advising  the  labor  union  or 
workers’  representative  of  the  contractor’s 
commitments  under  section  202  of  Executive 
Order  11246  of  September  24,  1065,  and  shall 
post  copies  of  the  notice  in  conspicuous 
places  available  to  employees  and  applicants 
for  employment. 

(4)  The  contractor  will  comply  with  all 
provisions  of  Executive  Order  11246  of  Sep¬ 
tember  24.  1965,  and  of  the  rules,  regula¬ 
tions,  and  relevant  orders  of  the  Secretary 
of  Labor. 

(5)  The  contractor  will  furnish  all  Infor¬ 
mation  and  reports  required  by  Executive 
Order  11246  of  September  24,  1965,  and  by 
the  rules,  regulations,  and  orders  of  the 
Secretary  of  Labor,  or  pursuant  thereto,  and 
will  permit  access  to  his  books,  records,  and 
accounts  by  the  Department  and  the  Secre¬ 
tary  of  Labor  for  purposes  of  Investigation 
to  ascertain  compliance  with  such  rules, 
regulations,  and  orders. 

(6)  In  the  event  of  the  contractor’s  non- 
compliance  with  the  nondiscrimination 
clauses  of  this  contract  or  with  any  of  such 
rules,  regulations,  or  orders,  this  contract 
may  be  canceled,  terminated  or  suspended 
In  whole  or  In  port  and  the  contractor  may 
be  declared  Ineligible  for  further  CJovern- 
ment  contracts  In  accordance  with  proce¬ 
dures  authorized  In  Executive  Order  11246 
of  September  24,  1965,  and  such  other  sanc¬ 
tions  may  be  Imposed  and  remedies  Invoked 
as  provided  In  Executive  Order  11246  of 
September  25,  1965,  or  by  rule,  regulation, 
or  order  of  the  Secretary  of  Labor,  or  as 
otherwise  provided  by  law. 

(7)  The  contractor  will  Include  the  provi¬ 
sions  of  paragraphs  (1)  through  (7)  In  every 
subcontract  or  purchase  order  unless  ex¬ 
empted  by  rules,  regulations,  or  orders  of  the 
Secretary  of  Labor  issued  pursuant  to  section 
204  of  Executive  Order  11246  of  September  24, 
1965,  so  that  such  provisions  will  be  binding 
upon  each  subcontractor  or  vendor.  The 
contractor  will  take  such  action  with  respect 
to  any  subcontract  or  purchase  order  as  the 
Department  may  direct  as  a  means  of  en¬ 
forcing  such  provisions  Including  sanctions 
for  noncompliance:  Provided,  however.  That 
In  the  event  the  contractor  becomes  Involved 
In,  or  Is  threatened  with,  litigation  with  a 
subcontractor  or  vendor  as  a  result  of  such 
direction  by  the  Department,  the  contractor 
may  request  the  United  States  to  enter  Into 
such  litigation  to  protect  the  Interests  of 
the  United  States. 

(b)  Federally  assisted  construction 
contracts.  Except  as  otherwise  provided, 
the  following  language  shall  be  Included 
as  a  condition  of  any  grant,  contract, 
loan.  Insurance,  or  guarantee  Involving 
federally  assisted  construction  which  Is 
not  exempt  from  the  requirements  of  the 
equal  opportunity  clause: 

The  applicant  hereby  agrees  that  It  will 
Incorporate  or  cause  to  be  Incorporated  into 
any  contract  for  construction  work  or  modi¬ 
fication  thereof,  as  defined  in  the  regulations 
of  the  Secretary  of  Labor  at  41  CFR  Chapter 
60,  which  Is  paid  tat  In  whole  or  In  part  with 
funds  obtained  from  the  Federal  Government 
or  borrowed  on  the  credit  of  the  Federal 
Government  pursuant  to  a  grant,  contract, 
loan.  Insurance,  or  guarantee,  or  undertaken 
pursuant  to  any  Federal  program  Involving 
such  grant,  contract,  loan,  insurance,  or 
guarantee,  the  following  equ^l  opportunity 
clause: 

During  the  performance  of  this  contract, 
the  contractor  agrees  as  follows: 

(1)  The  contractor  will  not  discriminate 
against  any  employee  or  applicant  for  em- 
plojonent  because  of  race,  color,  religion,  sex. 


or  national  origin.  The  contractor  will  take 
affirmative  action  to  ensure  that  applicants 
are  employed,  and  that  employees  are  treated 
during  employment,  without  regard  to  their 
race,  color,  religion,  sex.  or  national  origin. 
Such  action  shall  Include,  but  not  be  limited 
to,  the  following:  Employment,  upgrading, 
demotion,  or  transfer;  recruitment  or  re¬ 
cruitment  advertising;  layoff  or  termination; 
rates  of  pay  or  other  forms  of  compensation; 
and  selection  for  training.  Including  appren¬ 
ticeship.  'The  contractor  agrees  to  post  In 
conspicuous  places,  available  to  employees 
and  applicants  for  employment,  notices  to 
be  provided  setting  forth  the  provisions  of 
this  nondiscrimination  clause. 

(2)  The  contractor  will.  In  all  solicitations 
or  advertisements  for  employees  placed  by  or 
on  behalf  of  the  contractor,  state  that  all 
qualified  applicants  will  receive  considera¬ 
tion  for  employment  without  regard  to  race, 
color,  religion,  sex,  or  national  origin. 

(3)  The  contractor  will  send  to  each  labor 
union  or  representative  of  workers  with 
which  he  has  a  collective  bargaining  agree¬ 
ment  or  other  contract  or  understanding,  a 
notice  to  be  provided  by  the  Contract  Com¬ 
pliance  Officer  advising  the  said  labor  union 
or  workers’  representatives  of  the  contractor’s 
commitment  under  this  section,  and  shall 
post  copies  of  the  notice  In  conspicuous 
places  available  to  employees  and  applicants 
for  employment. 

(4)  The  contractor  will  comply  with  all 
provisions  of  Executive  Order  11246  of  Sep¬ 
tember  24, 1966.  and  of  the  rules,  regulations, 
and  relevant  orders  of  the  Secretary  of 
Labor. 

(6)  The  contractor  will  furnish  all  Infor¬ 
mation  and  reports  required  by  Executive 
Order  11246  at  September  24.  1965,  and  by 
rules,  regulations  and  orders  of  the  Secre¬ 
tary  of  Labor,  or  pursuant  thereto,  and  will 
permit  access  to  his  books,  records,  and  ac¬ 
counts  by  the  Department  and  the  Secretary 
of  Labor  for  purposes  of  investigation  to 
ascertain  compliance  with  such  rules,  regu¬ 
lations,  and  orders. 

(6)  in  the  event  of  the  contractor’s  non- 
compliance  with  the  nondiscrimination 
clauses  of  this  contract  or  with  any  of  the 
said  rules,  regulations,  or  orders,  this  con¬ 
tract  may  be  cancelled,  terminated,  or  sus¬ 
pended  In  whole  or  In  part  and  the  contractor 
may  be  declared  Ineligible  for  further  Gov¬ 
ernment  contracts  or  federally  assisted 
construction  contracts  In  accordance  with 
procedures  authorized  In  Executive  Order 
1 1246  of  September  24,  1965,  or  by  rule,  regu¬ 
lation,  at  order  of  the  Secretaiy  of  Labor, 
or  as  otherwise  provided  by  law. 

(7)  The  contractor  will  Include  the  por¬ 
tion  of  the  sentence  Immediately  preceding 
paragraph  (1)  and  the  provisions  of  para¬ 
graphs  (1)  through  (7)  In  every  subcon¬ 
tract  or  purchase  order  unless  exempted  by 
rules,  regulations,  or  orders  of  the  Secretary 
of  Labor  Issued  pursuant  to  section  204  of 
Executive  Order  11246  of  September  24.  1965, 
BO  that  such  provisions  will  be  binding  upon 
each  subcontractor  or  vendor.  The  contractor 
will  take  such  action  with  respect  to  any 
subcontract  or  purchase  order  as  the  De¬ 
partment  may  direct  as  a  means  of  enforcing 
such  provisions,  including  sanctions  for 
noncompliance:  Provided,  however.  That  In 
the  event  a  contractor  becomes  Involved  In, 
or  Is  threatened  with,  litigation  with  a  sub¬ 
contractor  or  vendor  as  a  result  of  such  di¬ 
rection  by  the  Department,  the  contractor 
may  request  the  United  State*  to  enter  into 
such  litigation  to  protect  the  Interest  of  the 
United  States. 

The  applicant  further  agrees  that  It  will 
be  boxmd  by  the  above  equal  opportimlty 
clause  with  respect  to  Its  own  employment 
practices  when  It  participates  In  federally 
assisted  construction  work:  Provided,  That 
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if  the  applicant  so  participating  is  a  State 
or  local  government,  the  above  equal  op¬ 
portunity  clause  Is  not  applicable  to  any 
agency,  instrumentality  or  subdivision  of 
such  government  which  does  not  participate 
in  work  on  or  under  the  contract. 

The  applicant  agrees  that  it  will  assist  and 
cooperate  actively  with  the  Department  and 
the  Secretary  of  Labor  in  obtaining  the  com¬ 
pliance  of  contractors  and  subcontractors 
with  the  equal  opportunity  clause  and  the 
rules,  regulations,  and  relevant  orders  of  the 
Secretary  of  Labor;  that  it  will  furnish  the 
Department  and  the  Secretary  of  Labor  such 
information  as  they  may  require  for  the  su¬ 
pervision  of  such  compliance;  and  that  it  will 
otherwise  assist  the  Department  in  the  dis- 
cliarge  of  its  primary  responsibility  for  secur¬ 
ing  compliance. 

The  applicant  further  agrees  that  it  will 
refrain  from  entering  into  any  contract  or 
contract  modification  subject  to  Executive 
Order  11246  of  September  24,  1965,  with  a 
contractor  debarred  from,  or  who  has  not 
demonstrated  eligibility  for.  Government 
contracts  and  federally  assisted  construction 
contracts  pursuant  to  the  Executive  order 
and  will  carry  out  such  sanctions  and  pen¬ 
alties  for  violation  of  the  equal  opportunity 
clause  as  may  be  imposed  upon  contractors 
and  subcontractors  by  the  Department  or  the 
Secretary  of  Labor  pursuant  to  Part  II.  Sub¬ 
part  D  of  the  Executive  order.  In  addition, 
the  applicant  agrees  that  if  it  fails  or  re¬ 
fuses  to  comply  with  these  undertakings,  the 
Department  may  take  any  or  all  of  the  fol¬ 
lowing  actions:  Cancel,  terminate,  or  suspend 
in  whole  or  in  part  this  grant  (contract,  loan. 
Insurance,  guarantee);  refrain  from  extend¬ 
ing  any  further  assistance  to  the  applicant 
under  the  program  with  respect  to  which  the 
failure  or  refusal  occurred  until  satisfactory 
assurance  of  future  compliance  has  been  re¬ 
ceived  from  such  applicant;  and  refer  the 
case  to  the  Department  of  Justice  for  appro¬ 
priate  legal  proceedings. 

(c)  Subcontracts.  Each  nonexempt 
prime  contractor  or  subcontractor  shall 
include  the  equal  opportunity  clause  in 
each  of  its  nonexempt  subcontracts. 

(d)  Incorporation  by  reference.  The 
equal  opportunity  clause  may  be  incorpo¬ 
rated  by  reference  in  Government  bills 
of  lading,  transportation  requests,  con¬ 
tracts  for  deposit  of  Government  funds, 
contracts  for  issuing  and  paying  U.S. 
savings  bonds  and  notes,  contracts  and 
subcontracts  less  than  $50,000  and  such 
other  contracts  as  the  Director  may 
designate. 

(e)  Incorporation  by  operation  of  the 
order  and  departmental  regulations.  By 
operation  of  the  order,  the  equal  oppor¬ 
tunity  clause  shall  be  considered  to  be 
a  part  of  every  contract  and  subcontract 
required  by  the  order,  the  “rules  and 
regulations’’  and  these  regulations  to  in¬ 
clude  such  a  clause  whether  or  not  it  Is 
physically  incorporated  in  such  con¬ 
tracts.  The  clause  is  applicable  to  every 
nonexempt  contract  where  there  is  no 
written  contract  between  the  Depart¬ 
ment  and  the  contractor. 

(f )  Adaptation  of  language.  Such  nec¬ 
essary  changes  in  language  may  be  made 
in  the  equal  opportunity  clauses  as  shall 
be  appropriate  to  identify  properly  the 
parties  and  their  undertakings. 

§  1. *50.20  Exoinptions. 

(a)  General — (1)  Transactions  of 
$10,000  or  under.  Contracts  and  subcon¬ 
tracts  not  exceeding  $10,000,  other  than 
Government  bills  of  lading,  are  exempt 


from  the  requirements  of  the  equal  op- 
portimity  clause.  In  determining  the  ap¬ 
plicability  of  this  exemption  to  any  fed¬ 
erally  assisted  construction  contract,  or 
subcontract  thereunder,  the  amount  of 
such  contract  or  subcontract  rather  than 
the  amount  of  the  Federal  financial  as¬ 
sistance  shall  govern.  The  Department, 
applicants,  contractors,  and  subcontrac¬ 
tors  shall  not  procure  supplies  or  serv¬ 
ices  in  less  than  usual  quantities  to  avoid 
applicability  of  the  equal  opportunity 
clause. 

(2)  Contracts  and  subcontracts  for  in¬ 
definite  quantities.  With  respect  to  con¬ 
tracts  and  subcontracts  for  indefinite 
quantities  (including,  but  not  limited  to, 
open-end  contracts,  requirement-type 
contracts.  Federal  Supply  Schedule  con¬ 
tracts,  “call-type”  contracts,  and  pur¬ 
chase  notice  agreements),  the  equal  op¬ 
portunity  clause  shall  be  included  un¬ 
less  the  purchaser  has  reason  to  believe 
that  the  amoimt  to  be  ordered  in  any 
year  vmder  such  contract  will  not  exceed 
$10,000.  The  applicability  of  tlie  equal 
opportunity  clause  shall  be  determined 
by  the  purchaser  at  the  time  of  award  for 
the  first  year,  and  annually  thereafter 
for  succeeding  years.  If  any.  Notwith¬ 
standing  the  above,  the  equal  opportun¬ 
ity  clause  shall  be  applied  to  such  con¬ 
tract  whenever  the  amount  of  a  single 
order  exceeds  $10,000.  Once  the  equal 
opportunity  clause  is  determined  to  be 
applicable,  the  contract  shall  continue  to 
be  subject  to  such  clause  for  its  duration, 
regardless  of  the  amounts  ordered,  or 
reasonably  expected  to  be  ordered  in  any 
year. 

f3>  Work  outside  the  United  States. 
Contracts  and  subcontracts  are  exempt 
from  the  requirements  of  the  equal  op¬ 
portunity  clause  with’  regard  to  work 
performed  outside  the  United  States  by 
employees  who  were  not  recruited  within 
the  United  States. 

(4)  Contracts  with  State  or  local  gov¬ 
ernments.  The  requirements  of  the  equal 
opF>ortunity  clause  in  any  contract  or 
subcontract  with  a  State  or  local  govern¬ 
ment  (or  any  agency.  Instrumentality  or 
subdivision  thereof)  shall  not  be  applica¬ 
ble  to  any  agency,  instrumentality  or 
subdivision  of  such  government  which 
does  not  participate  in  work  on  or  under 
the  contract  or  subcontract.  In  addition. 
State  and  local  governments  are  exempt 
from  the  requirements  of  filing  the  an¬ 
nual  compliance  report  provided  for  by 
§  130.50  and  maintaining  a  written  af¬ 
firmative  action  compliance  program 
prescribed  in  §§  130.30  and  130.35. 

(b)  Specific  contracts  and  facilities  not 
connected  ivith  contracts.  The  equal  op¬ 
portunity  clause  will  not  be  required  to 
be  included  in  any  contract  or  sub¬ 
contract  exempted  by  the  Director  imder 
the  provisions  of  41  CFR  60-1. 5(b)  (1) 
or  (2)  provided  such  exemption  has  not 
been  withdrawn  under  the  provisions  of 
41  CFR  60-1.5(d». 

(c)  National  security.  Any  require¬ 
ment  set  forth  in  the  regulations  in  this 
part  shall  not  apply  to  any  contract  or 
subcontract  whenever  the  Secretary  de¬ 
termines  that  such  contract  or  subcon¬ 
tract  is  essential  to  the  national  security 
and  that  its  award  without  complying 
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with  such  requirement  is  necessary  to 
the  national  security.  Upon  making  such 
a  determination,  the  Secretary  will  notify 
the  Director  in  writing  within  30  days. 

§  130.25  Award  of  rontravts. 

(a)  All  Contracting  Officers  and  all 
officers  who  approve  applications  for 
Federal  financial  assistance  involving  a 
construction  contract,  shall  prior  to  ap¬ 
proval  follow  either  of  the  procedures 
in  subparagraphs  (1)  or  (2)  of  this 
paragraph : 

(1)  Notify  the  Contract  Compliance 
Officer  or  appropriate  Deputy  as  soon  as 
practicable  of  the  impending  award  of 
each  nonexempt  construction  contract 
in  excess  of  $100,000,  the  name  and  ad¬ 
dress  of  the  prime  contractor,  antici¬ 
pated  time  of  performance,  name  and 
address  of  each  known  subcontractor 
and  whether  the  prime  contractor  and 
known  subcontractors  have: 

(1)  Participated  in  any  previous  con¬ 
tract  subject  to  the  equal  opportunity 
clause,  and 

(ii)  Filed  with  the  Joint  Reporting 
Committee,  the  Director,  an  agency,  or 
the  Equal  Employment  Opportunity 
Cemmission  all  reports  due  under  the 
applicable  filing  requirements. 

(2)  Consult  a  list  (supplied  by  the 
Contract  Compliance  Officer)  of  con¬ 
tractors  who  have  previously  been  found 
to  be  in  noncompliance  with  equal  op¬ 
portunity  requirements.  In  the  event  of 
an  impending  award  to  any  contractor 
on  such  list,  the  Contract  Compliance 
Officer  or  appropriate  Deputy  shall  be 
advised  and  the  procedures  of  para¬ 
graph  (b),  (c),  and  <d)  of  this  section 
shall  be  followed. 

(b)  The  Contract  Compliance  Officer 
or  appropriate  Deputy  shall  review  the 
available  information  relative  to  the 
prospective  prime  contractor’s  equal  op¬ 
portunity  compliance  status  and  notify 
the  Contracting  Officer  or  Approving  Of¬ 
ficer  of  any  deficiencies  found  to  exist. 
A  copy  of  such  report  shall  be  forwarded 
to  the  Director. 

(c)  Contracting  Officers  or  Approving 
Officers  shall:  (1)  Notify  the  bidder,  of¬ 
feror,  or  applicant  of  any  deficiencies 
found  to  exists  by  the  Contract  Compli¬ 
ance  Officer  or  appropriate  Deputy,  and 
(2)  direct  any  bidder,  offeror,  or  appli¬ 
cant  so  notified  to  negotiate  with  the 
Contract  Compliance  Officer  and  to  take 
such  actions  as  the  Contract  Compliance 
Officer  may  require. 

(d)  The  award  of  any  such  contract 
shall  be  conditioned  upon  the  Contract 
Compliance  Officer’s  notification  to  the 
Contracting  Officer  or  Approving  Officer 
that  the  bidder,  offeror,  or  applicant  has 
taken  action  or  has  agreed  to  take  action 
satisfactory  to  the  Contract  Compliance 
Officer;  appropriate  Deputy,  or  the  head 
of  the  agency  as  provided  in  §  130.55(a) . 
Any  such  agreement  to  take  action  shall 
be  stated  in  the  contract,  if  the  Contract 
Compliance  Officer  so  requires. 

( e )  In  the  case  of  nonconstruction  con  - 
tracts,  all  Contracting  Officers  shall; 

(1)  Notify  the  Contract  Compliance 
Officer  as  soon  as  practicable  of  the  im¬ 
pending  award  of  each  nonexempt,  non¬ 
construction  Government  contract  in  ex¬ 
cess  of  $50,000.  the  name  and  addre.ss  of 
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the  prim*'  contractor,  anticipated  time 
of  performance,  name  and  address  of 
each  known  subcontractor  and  whether 
the  prime  contractor  and  known  subcon¬ 
tractors  have: 

(1)  Participated  in  any  previous  con¬ 
tract  or  subcontract  subject  to  the  equal 
opportunity  clause; 

(it)  Filed  with  the  Joint  Reporting 
Committee,  the  Director,  an  agency,  or 
the  Equal  Employment  Opportunity 
Commission  all  reports  due  under  the 
applicable  filing  requirements;  and 

(ill)  Developed  and  have  on  file  at 
each  establishment  affirmative  action 
programs  pursuant  to  Part  60-2  of  the 
“rules  and  regulations.” 

(2)  The  Contract  Compliance  Officer 
shall  notify  the  Compliance  Agency  (des¬ 
ignated  pursuant  to  the  Director’s  Order 
No.  1  and  41  CFR  60-1.3(d) )  of  the  im¬ 
pending  award  of  each  contract  cov¬ 
ered  by  subparagraph  (1)  of  this 
paragraph.  Based  upon  the  Information 
furnished  by  the  Compliance  Agency,  the 
Contract  Compliance  Officer  shall  advise 
the  Contracting  Officer  to  take  such  ac¬ 
tion  with  respect  to  the  impending  award 
as  may  be  appropriate  pursuant  to  the 
rules,  regulations,  and  relevant  orders 
of  the  Secretary  of  Labor  and  this  Part 
130. 

(f)  'The  invitation  for  bids  for  each 
formally  advertised  nonconstruction 
contract,  shall  include  a  notice,  and  De¬ 
partment  officials  shall  state  at  the  out¬ 
set  of  negotiations  for  each  negotiated 
contract,  that  if  the  awardT'when  let, 
should  exceed  the  amount  of  $1  million, 
the  prospective  contractor  and  his  known 
first-tier  subcontractors  with  subcon¬ 
tracts  of  $1  million  or  more  will  be  sub¬ 
ject  to  a  compliance  review  before  the 
award  of  the  contract.  No  such  contract 
shall  be  awarded  imless  a  preaward  com¬ 
pliance  review  of  the  prospective  con¬ 
tractor  and  his  known  first-tier  $1 
million  subcontractors  has  been  con¬ 
ducted  by  the  Compliance  Agency  within 
12  months  prior  to  the  award.  If  an 
agency  other  than  the  Department  is  the 
Compliance  Agency,  the  Department  will 
notify  the  Compliance  Agency  and  re¬ 
quest  appropriate  action  and  findings  in 
accordance  with  this  paragraph.  In  order 
to  qualify  for  the  award  of  a  contract, 
a  contractor  and  such  first-tier  subcon¬ 
tractors  must  be  found  to  be  in  compli¬ 
ance  pursuant  to  Part  60-2  of  the  “rules 
and  regulations.” 

(g)  A  preaward  compliance  review  may 
be  conducted  prior  to  award  of  contracts 
in  any  case  where  the  CCO  has  reason¬ 
able  grounds,  based  on  a  complaint,  the 
Department’s  own  investigation,  or 
otherwise,  to  believe  that  the  contractor 
or  subcontractor  is  unable  or  unwilling 
to  comply  with  the  requirements  of  the 
equal  opportunity  clause.  (Such  reviews 
are  in  addition  to  those  required  pur¬ 
suant  to  paragraph  (f)  of  this  section.) 

§  130.30  Affirmative  arlion  eomplianre 
programs — nonron!>triirtion  ron- 
traetA. 

Order  No.  4  (41  CFR  Part  60-2) ,  Issued 
by  the  Secretary  of  Labor,  sets  forth  re¬ 
quirements  for  the  development  of 
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affirmative  action  compliance  programs 
for  nonconstruction  contractors. 

§  130.35  Affirmative  action  compliance 
programs— construction  contracts. 

(a)  Requirements  of  programs.  ’The 
Department  or  the  applicant  shall  re¬ 
quire  each  Federal  or  federally  assisted 
construction  prime  contractor  on  proj¬ 
ects  costing  $1  million  or  more,  regard¬ 
less  of  the  ntimber  of  employees,  and 
each  Federal  or  federally  assisted  con¬ 
struction  prime  contractor  and  subcon¬ 
tractor  shall  require  each  subcontractor 
on  projects  costing  $1  million  or  more 
with  a  subcontract  of  $100,000  or  more, 
regardless  of  the  number  of  employees,  to 
develop  a  written  affirmative  action  com¬ 
pliance  program. 

(b)  Purposes.  ’The  purposes  of  the 
written  affirmative  action  program  are: 

(1)  To  Identify  areas  of  employment, 
employment  policies  and  practices  which 
require  action  by  the  contractor  or  sub¬ 
contractor  to  assure  equal  employment 
opportunity  to  all  employees  and  appli¬ 
cants  for  employment  without  regard  to 
race,  color,  religion,  sex,  or  national 
origin; 

(2)  To  analyze  these  areas,  policies, 
and  practices  to  determine  what  actions 
by  the  contractor  or  subcontractor  will 
be  most  effective  in  assuring  equal 
opportimlty;  and 

(3)  To  establish  a  plan  to  achieve  em¬ 
ployment  opportimlty  through  those  ac¬ 
tions  identified  as  potentially  most 
effective. 

§  1.30.40  Prebid  requirements  and  ron- 
ferenees. 

(a)  In  any  area  or  for  any  class  of 
contracts  designated  by  the  Director,  or 
by  the  CCO,  no  bid  Invitations  will  be 
issued  for  any  Federal  or  federally  as¬ 
sisted  construction  contract  unless  such 
bid  invitation  contains  definite  minimum 
standards  for  affirmative  action  and  a 
statement  that  contractors  and  subcon¬ 
tractors  must  meet  such  minimum  stand¬ 
ards  to  be  eligible  for  award. 

(b)  Whenever  the  submission  of  a 
written  affirmative  action  program  is  re¬ 
quired  before  the  award  of  a  contract, 
definite  minimum  standards  for  such 
program  shall  be  incorporated  in  the  bid 
invitations  or  requests  for  proposal  issued 
in  coimection  with  such  contracts. 

(c)  When  the  Director  or  CCO  so  re¬ 
quires,  a  prebid  conference  will  be  held 
in  which  the  minimum  standards  for 
affirmative  action  will  be  explained  to 
those  in  attendance.  All  known  prospec¬ 
tive  bidders  will  be  notified  of  the  date, 
time,  and  place  of  the  prebid  conference. 

(d)  Bids  which  fail  to  meet  the  stand¬ 
ards  prescribed  shall  be  deemed  nonre- 
sponsive  and  will  not  be  considered  for 
award. 

§  1.30.45  Participation  in  areaxide 
equal  employment  opportunity  pro¬ 
grams. 

Any  contractor  who  is  a  participant 
in,  or  is  a  member  of  an  organization  or 
association  which  participates  in.  an 
areawide  equal  employment  opportunity 
program  which  is  approved  by  the  De¬ 


partment  and  the  Office  of  Federal  Con¬ 
tract  Compliance  for  the  purpose  of  ef¬ 
fectuating  the  goals  of  Executive  Order 
11246,  may  be  deemed  to  be  in  compliance 
with  the  order  by  virtue  of  such  par¬ 
ticipation  and  shall  be  exempt  from  the 
requirement  of  developing  and  main¬ 
taining  a  written  affirmative  action  pro¬ 
gram,  unless  required  to  do  so  imder 
the  areawide  equal  employment  op¬ 
portunity  program. 

§  130.50  Reports  and  other  required  in¬ 
formation. 

(a)  Requirements  for  prime  contrac¬ 
tors  and  subcontractors.  (1)  Each  prime 
contractor  shall  file,  and  each  prime  con¬ 
tractor  and  subcontractor  shall  cause  its 
subcontractors  to  file  aimually,  on  or 
before  the  31st  day  of  March,  complete 
and  acciuate  reports  on  Standard  Form 
100  (EED-l)  promulgated  Jointly  by  the 
Office  of  Federal  Contract  Compliance, 
the  Equal  Employment  Opportunity 
Commission  and  Plans  for  Progress  or 
such  form  as  may  hereafter  be  promul¬ 
gated  in  its  place  if  such  prime  con¬ 
tractor  or  subcontractor  (1)  is  not  exempt 
from  the  provisions  of  the  “rules  and 
regiilations”  in  accordance  with  41  CFR 
60-1.5;  (il)  has  100  or  more  employees; 
(ill)  is  a  prime  contractor  or  first-tier 
subcontractor;  and  (iv)  has  a  nonexempt 
contract,  subcontract  or  purchase  order, 
serves  as  a  depository  of  Government 
funds,  or  is  a  financial  institution  which 
is  an  issuing  and  paying  agent  for  U.S. 
savings  bonds  and  savings  notes:  Pro¬ 
vided,  That  any  subcontractor  below  the 
first  tier  which  performs  construction 
work  shall  be  required  to  file  such  a  re¬ 
port  if  it  meets  requirements  of  subdivi¬ 
sions  (i),  (ii),  and  (iv)  of  this  sub- 
paragraph. 

(2)  Each  person  required  by  subpara¬ 
graph  (1)  of  this  paragraph  to  submit 
reports  shall  file  such  a  report  with  the 
Department  within  30  days  after  the 
Award  to  him  of  a  contract  or  subcon¬ 
tract,  unless  such  person  has  submitted 
such  a  report  within  12  months  preceding 
the  date  of  the  award.  Subsequent  re¬ 
ports  shall  be  submitted  annually  in  ac¬ 
cordance  with  subparagraph  (1)  of  this 
paragraph,  or  at  such  other  intervals  as 
the  CCO  or  the  Director  may  require. 
The  Department,  with  the  approval  of 
the  Director,  may  extend  the  time  for 
filing  any  report. 

(3)  The  Director,  the  CCO,  or  the  ap¬ 
plicant,  on  his  own  motion,  may  require 
a  prime  contractor  or  subcontractor  to 
keep  employment  or  other  records  and 
to  furnish,  in  the  form  requested,  within 
reasonable  limits,  such  information  as 
the  Director,  CCO  or  the  applicant  deems 
necessary  for  the  administration  of  the 
order. 

(4)  Failure  to  file  timely,  complete  and 
accurate  reports  as  required  constitutes 
noncompliance  with  the  prime  contrac¬ 
tor’s  or  subcontractor’s  obligations  under 
the  equal  opportunity  clause  and  Is 
grounds  for  the  imposition  by  the  De¬ 
partment.  the  Director,  an  applicant, 
prime  contractor  or  subcontractor,  of  any 
sanctions  £is  authorized  by  the  order  and 
the  "rules  and  regulations.”  Any  such 
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failure  shall  be  reported  in  writing  to 
the  Director  by  the  CCO  as  soon  as  prac¬ 
ticable  after  it  occurs. 

(b)  Requirements  for  bidders  or  pro¬ 
spective  contractors — (1)  Previous  re¬ 
ports.  Each  bidder  or  prospective  prime 
contractor  and  proposed  subcontractor, 
where  appropriate,  shall  state  in  the 
bid  or  in  writing  at  the  outset  of  nego¬ 
tiations  for  the  contract:  (i)  Whether  it 
has  developed  and  has  on  file  at  each 
establishment  affirmative  action  pro¬ 
grams  pursuant  to  41  CFR  Part  60-2; 
(ii)  whether  it  has  participated  in  any 
previous  contract  or  subcontract  subject 
to  the  equal  opportimity  clause  and  (iii) 
if  so,  whether  it  has  filed  with  the  Joint 
Reporting  Committee,  the  Director,  an 
agency,  or  the  Equal  Elmployment  Op¬ 
portimity  Commission  all  reports  due 
under  the  applicable  filing  requirements. 

(2)  Additional  information.  A  bidder 
or  prospective  prime  contractor  or  pro¬ 
posed  subcontractor  shall  be  required  to 
submit  such  information  as  the  CCO,  the 
Deputy  CCO,  or  the  Director  requests 
prior  to  the  award  of  the  contract  or  sub¬ 
contract.  When  a  determination  has  been 
made  to  award  the  contract  or  subcon¬ 
tract  to  a  specific  contractor,  such  con¬ 
tractor  shall  be  required,  prior  to  award, 
or  after  the  award,  or  both,  to  furnish 
such  other  information  as  the  Depart¬ 
ment,  the  applicant,  or  the  Director 
requests. 

(c)  Use  of  reports.  Reports  filed  pur¬ 
suant  to  this  section  shall  be  used  only 
in  connection  with  the  administration 
of  the  order  and  the  Civil  Rights  Act  of 
1964,  or  in  furtherance  of  the  purposes 
of  the  order  and  said  Act. 

§  130,55  Compliance  reviews. 

(a)  General.  The  purpose  of  a  com¬ 
pliance  review  is  to  determine  if  the 
prime  contractor  or  subcontractor  main¬ 
tains  nondiscriminatory  hiring  and  em¬ 
ployment  practices  and  is  taking  affirma¬ 
tive  action  to  ensure  that  applicants  are 
employed  and  that  employees  are  placed, 
trained,  upgraded,  promoted,  and  other¬ 
wise  treated  during  employment  without 
regard  to  race,  color,  religion,  sex,  or 
national  origin.  It  shall  consist  of  a  com¬ 
prehensive  analysis  and  evaluation  of 
each  aspect  of  the  aforementioned  prac¬ 
tices,  policies,  and  conditions  resulting 
therefrom.  \^ere  necessary,  recom¬ 
mendations  for  appropriate  sanctions 
shall  be  made.  Where  deficiencies  are 
found  to  exist,  reasonable  efforts  shall 
be  made  to  secure  compliance  through 
conciliation  and  persuasion.  Before  the 
contractor  can  be  found  to  be  in  com¬ 
pliance  with  the  order,  it  must  make  a 
specific  commitment,  in  writing,  to  cor¬ 
rect  any  such  deficiencies.  The  commit¬ 
ment  must  include  the  precise  action  to 
be  taken  and  dates  for  completion.  The 
time  period  allotted  shall  be  no  longer 
than  the  minimum  period  necessary  to 
effect  such  changes.  Upon  approval  of 
the  Contract  Compliance  Officer,  the 
appropriate  Deputy,  or  the  Secretary  of 
such  commitment,  the  contractor  may 
be  considered  In  compliance,  on  condi¬ 
tion  that  the  commitments  are  faith¬ 
fully  kept.  The  contractor  shall  be  noti¬ 


fied  that  making  such  commitments  does 
not  preclude  future  determinations  of 
noncompliance  based  on  a  finding  that 
the  commitments  are  not  sufficient  to 
achieve  compliance. 

(b)  Regular  compliance  reviews.  Each 
Deputy  Contract  Compliance  Ofiflcer  shall 
institute  a  program  of  regular  compli¬ 
ance  reviews  of  those  contractors  and 
subcontractors  for  which  he  is  assigned 
responsibility. 

(c)  Special  compliance  review.  The 
special  compliance  review  of  bidders,  ap¬ 
plicants,  offerors,  contractors,  or  sub¬ 
contractors  will  be  conducted  at  the  re¬ 
quest  of  the  CCO  or  the  Director,  OFCC 
to  determine  compliance  or  ability  to 
comply  with  the  order,  the  “rules  and 
regulations,”  these  rules  and  regulations 
and  directives  issued  pursuant  thereto. 

(d)  Reports — (1)  Special  compliance 
review  reports.  A  special  compliance  re¬ 
view  report  shall  be  provided  to  the  CCO 
or  the  Director,  OFCC,  as  directed. 

(2)  Regular  compliance  review  re¬ 
ports.  A  report  of  each  compliance  review 
shall  be  forwarded  to  the  CCO  within  30 
days  after  the  regular  review  is  con¬ 
ducted  unless  otherwise  provided. 

(3)  Preaward  compliance  review  re¬ 
port.  A  written  report  of  every  preaward 
compliance  review  required  by  the  “rules 
and  regulations,”  or  otherwise  required 
by  the  Director  including  findings,  will 
be  forwarded  to  the  Director  by  the  CCO 
within  10  days  after  the  award  for  a 
postaward  review. 

(4)  Additional  reports.  A  written  re¬ 
port  of  every  other  compliance  review 
or  any  other  matter  processed  by  the 
Department  Involving  an  apparent  vio¬ 
lation  of  the  equal  opportunity  clause 
shall  be  submitted  to  the  Director.  Such 
report  shall  contain  a  brief  summary  of 
the  findings,  including  a  statement  of 
conclusions  regarding  the  contractor’s 
compliance  or  noncompliance  with  the 
requirements  of  the  order,  and  a  state¬ 
ment  of  the  disposition  of  the  case,  in¬ 
cluding  any  corrective  action  taken  or 
recommended  and  any  sanctions  or  pen¬ 
alties  imposed  or  recommended. 

§  130.60  ConiplainI  prfMTtlurr. 

(a)  Who  may  file  complaints.  Any 
employee  of  any  contractor  or  applicant 
for  employment  with  such  contractor 
may,  by  himself  or  by  an  authorized  rep¬ 
resentative,  file  in  writing  a  complaint 
of  alleged  discrimination  in  violation  of 
the  equal  opportunity  clause.  Such  com¬ 
plaint  Is  to  be  filed  not  later  than  180 
days  from  the  date  of  the  alleged  dis¬ 
crimination,  unless  the  time  for  filing  is 
extended  by  the  CCO  or  the  Director 
upon  good  cause  shown. 

(b)  Where  to  file.  Complaints  may  be 
filed  with  the  Director  of  OFCC  or  at  any 
HUD  Regional  or  Area  Office,  FHA  In¬ 
suring  Office  or  with  the  CCO.  Any  HUD 
employee  receiving  a  complaint  shall 
forward  the  complaint  directly  to  the 
CCO  or  his  designee.  The  CCO  shall 
transmit  a  copy  of  the  complaint  to  the 
Director  within  10  days  after  the  receipt 
thereof. 

(c)  Contents  of  complaint.  (1)  The 
complaint  should  include  the  name,  ad¬ 


dress,  and  telephone  number  of  the  com¬ 
plainant,  the  name  and  address  of  the 
prime  contractor  or  subcontractor  com¬ 
mitting  the  alleged  discrimination,  a  de¬ 
scription  of  the  acts  considered  to  be 
discriminatory,  and  any  other  pertinent 
Information  which  will  assist  in  the  in¬ 
vestigation  and  resolution  of  the  com¬ 
plaint.  The  complaint  shall  be  signed  by 
the  complainant  or  his  authorized 
representative. 

(2)  Where  a  complaint  contains  in¬ 
complete  information,  the  CCO  shall  seek 
promptly  the  needed  information*  from 
the  complainant.  In  the  event  such  in¬ 
formation  is  not  furnished  to  the  CCO 
within  60  days  of  the  date  of  such  re¬ 
quest,  the  case  may  be  closed. 

(d)  Investigations.  For  each  com¬ 
plaint  filed  against  a  prime  contractor 
or  .subcontractor  for  which  HUD  is  the 
Compliance  Agency,  the  CCO  shall  in¬ 
stitute  a  prompt  investigation  and  shall 
be  responsible  for  developing  a  complete 
case  record.  A  complete  case  record  con¬ 
sists  of  the  name  and  address  of  each 
person  interviewed,  and  a  summary  of 
his  statement,  copies  or  summaries  of 
pertinent  documents,  and  a  narrative 
summary  of  the  evidence  disclosed  in  the 
investigation  as  it  relates  to  each  viola¬ 
tion  revealed.  When  a  complaint  is  filed 
against  a  prime  contractor  or  subcon¬ 
tractor  for  which  the  Department  is  not 
the  compliance  agency,  the  CCO  shall 
transmit  the  complaint  to  the  Director 
for  disposition. 

(e)  Resolution  of  complaints.  (1)  If 
the  complaint  investigation  by  the  CCO 
shows  no  violation  of  the  equal  opportu¬ 
nity  clause,  he  shall  so  inform  the  Di¬ 
rector.  The  Director  may  request  further 
investigation  by  the  CCO. 

(2)  If  any  complaint  Investigation  or 
compliance  review  indicates  a  violation 
of  the  equal  opportunity  clause,  the  mat¬ 
ter  should  be  resolved  by  informal  means 
whenever  possible.  Such  informal  means 
may  Include  the  holding  of  a  compliance 
conference.  Each  prime  contractor  and 
subcontractor  shall  be  advised  that  the 
resolution  is  subject  to  review  by  the  Di¬ 
rector,  and  may  be  disapproved  if  he 
determines  that  such  resolution  is  not 
sufficient  to  achieve  compliance. 

(3)  Where  any  complaint  investiga¬ 
tion  or  compliance  review  indicates  a 
violation  of  the  equal  opportunity  clause 
and  the  matter  has  not  been  resolved  by 
informal  means,  the  CCO  with  the  ap¬ 
proval  of  the  Director  shall  afford  the 
contractor  an  opportunity  for  a  hearing. 
If  the  final  decisio’i  reached  in  accord¬ 
ance  with  the  provisions  of  §  60-1.26  of 
the  “rules  and  regulations”  Is  that  a 
violation  of  the  equal  opportunity  clause 
has  taken  place,  the  CCO  with  the  ap¬ 
proval  of  the  Director,  may  cause  the 
cancellation,  termination,  or  suspension 
of  any  contract  or  subcontract,  cause  a 
contractor  to  be  debarred  from  further 
contracts  or  subcontracts,  or  may  Impose 
such  other  sanctions  as  are  authorized 
by  the  order. 

(4)  When  a  prime  contractor  or  sub¬ 
contractor,  without  a  hearing,  shall  have 
complied  with  the  recommendations  or 
orders  of  the  CCO  or  the  Director  and 
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believes  such  recommendations  or  orders 
to  be  erroneous,  he  shall,  upon  filing  a 
request  therefor  within  10  days  of  such 
compliance,  be  afforded  an  opportunity 
for  a  hearing  and  review  of  the  alleged 
erroneous  action  by  the  CCO  or  the 
Director. 

(5)  For  reasonable  cause  shown,  the 
CCO  may  reconsider  or  cause  to  be  re¬ 
considered  any  matter  on  his  own  motion 
or  pursuant  to  a  request. 

(f)  Report  to  the  Director.  Within  60 
days  from  receipt  of  a  complaint  or  with¬ 
in  such  additional  time  as  may  be 
allowed  by  the  Director  for  good  cause 
shown,  the  CCO  shall  process  a  complaint 
and  submit  to  the  Director  the  case 
record  and  summary  report  containing 
the  following  information: 

(1)  Name  and  address  of  the  com¬ 
plainant. 

(2)  Brief  summary  of  findings,  includ¬ 
ing  a  statement  as  to  the  CCO’s  conclu¬ 
sions  regarding  the  contractor’s  com¬ 
pliance  or  noncompliance  with  the  re¬ 
quirements  of  the  equal  opportunity 
clause. 

(3)  A  statement  of  the  di-sposition  of 
the  case,  including  any  corrective  action 
taken  and  any  sanctions  or  penalties  im¬ 
posed  or,  whenever  appropriate,  the  rec¬ 
ommended  corrective  action  and  .sanc¬ 
tions  or  penalties. 

§  130.65  Hearings  and  Mincl ions. 

(a)  The  Secretary  with  the  approval 
of  the  Director  may  convene  formal  or 
informal  hearings  as  he  may  deem  ap¬ 
propriate  for  inquiring  into  the  status 
of  compliance  by  any  prime  contractor 
or  subcontractor  with  the  terms  of  the 
equal  opportunity  clause. 

(b)  The  Secretary  may  propose  or  ap¬ 
ply  sanctions  in  the  event  of  noncom¬ 
pliance  by  a  contractor  or  subcontractor 
with  the  requirements  of  the  equal  op¬ 
portunity  clau.se,  subject  to  the  limi¬ 
tations  of  the  “rules  and  regulations,” 
particularly  §  60-1.27. 

(c)  The  conduct  of  hearings  and  the 
proposal  and  application  of  sanctions 
shall  be  in  accordance  with  the  require¬ 
ments  of  the  order  and  of  the  “rules  and 
regulations.” 

§  130.70  Intimidation  and  iiit<*i-f<T<‘nre. 

The  sanctions  and  penalties  contained 
in  Subpart  D  of  the  order  may  be  exer¬ 
cised  by  the  CCO  or  the  Director  against 
any  prime  contractor,  subcontractor  or 
applicant  who  fails  to  take  all  necessary 
steps  to  ensure  that  no  person  intimi¬ 
dates,  threatens,  coerces,  or  discrimi¬ 
nates  against  any  individual  for  the  pur¬ 
pose  of  interfering  with  the  filing  of  a 
complaint,  furnishing  information,  or 
a.ssisting  or  participating  in  any  manner 
in  an  investigation,  compliance  review, 
hearing,  or  any  other  activity  related  to 
the  administration  of  the  order  or  any 
other  Federal,  State,  or  local  laws  re¬ 
quiring  equal  employment  opportunity. 

§  1.30.75  Segregated  faeililies  eerlifi- 
eale. 

Prior  to  the  award  of  any  nonexempt 
Government  contract  or  subcontract  or 
federally  assisted  construction  contract 


or  subcontract,  the  Department  or  the 
applicant  shall  require  the  prosijective 
prime  contractor,  and  each  prime  con¬ 
tractor  and  subcontractor  shall  require 
each  subcontractor,  to  submit  a  certifi¬ 
cation,  in  the  form  approved  by  the  Di¬ 
rector,  that  the  prospective  prime  con¬ 
tractor  or  subcontractor  does  not  and 
will  not  maintain  any  facilities  he  pro¬ 
vides  for  his  employees  in  a  segregated 
manner,  or  permit  his  employees  to  per¬ 
form  their  services  at  any  location  under 
his  control  where  segregated  facilities 
are  maintained;  and  that  he  will  obtain  a 
similar  certification  in  the  form  approved 
by  the  Director,  prior  to  the  award  of  any 
nonexempt  subcontract. 

§  1.30.80  Solirilationn  or  advorliMCinenls 
for  employees. 

In  solicitations  or  advertisements  for 
employees  placed  by  or  on  behalf  of  a 
prime  contractor  or  subcontractor,  the 
requirements  of  paragraph  (2)  of  the 
equal  opportunity  clause  shall  be  satis¬ 
fied  whenever  the  prime  contractor  or 
subcontractor  complies  with  any  of  the 
following : 

(a)  States  expressly  in  the  solicita¬ 
tions  or  advertising  that  all  qualified  ap¬ 
plicants  will  receive  consideration  for 
employment  without  regard  to  race, 
color,  religion,  sex,  or  national  origin; 

(b)  Uses  display  or  other  advertising, 
and  the  advertising  includes  an  appro¬ 
priate  insignia  prescribed  by  the  Direc¬ 
tor.  The  use  of  the  Insignia  is  considered 
subject  to  the  provisions  of  18  U.S.C. 
701; 

to  Uses  a  single  advertisement,  and 
the  advertisement  is  grouped  with  other 
advertisements  imder  a  caption  which 
clearly  states  that  all  employers  in  the 
group  assure  all  qualified  applicants 
equal  consideration  for  employment 
without  regard  to  race,  color,  religion, 
sex,  or  national  origin; 

(d)  Uses  a  single  advertisement  in 
wliich  appears  in  clearly  distinguish¬ 
able  type  the  phrase  “an  equal  oppor¬ 
tunity  employer.” 

§  130.8.5  Afct'ss  lo  rtToril  of  »-m|»I<»y. 
mc-iil. 

Each  prime  contractor  and  subcon¬ 
tractor  shall  permit  access  during  normal 
business  hours  to  his  books,  records,  and 
accounts  pertinent  to  compliance  with 
the  order,  and  all  rules  and  regulations 
promulgated  pursuant  thereto,  by  the 
Department  or  the  Director  for  purposes 
of  investigation  to  ascertain  compliance 
with  the  equal  opportunity  clause  of  the 
contract  or  subcontract.  Information  ob¬ 
tained  in  this  manner  shall  be  used  only 
in  connection  with  the  administration  of 
the  order  and  the  administration  of  the 
Civil  Rights  Act  of  1964,  and  in  further¬ 
ance  of  the  purposes  of  the  order  and 
that  Act. 

§  130.90  INolices  lo  be  pnMlt‘41. 

Contractors  and  subcontractors  re¬ 
quired  to  do  so  by  paragraphs  (1)  and 
(3)  of  the  equal  opportunity  clause  shall 
post  notices  to  be  provided  by  the  CCO. 
Such  notices  shall  be  in  compliance  with 


the  requirements  of  §  60-1.42  of  the 
“rules  and  regulations.” 

§  130.95  Program  direeiives  and  in- 
Klriielion^i. 

Appropriate  program  officials  may 
issue  such  directives,  procedures,  and 
instructions  as  they  consider  necessary 
to  achieve  equal  employment  opportunity 
in  programs  administered  by  them,  pro¬ 
vided  such  issuances  are  not  inconsistent 
with  the  provisions  of  the  order,  the 
rules,  regulations,  and  directives  of  the 
Secretary  of  Labor  or  the  Director,  and 
these  regulations.  A  copy  of  such  direc¬ 
tives,  procedures,  and  instructions  shall 
be  submitted  to  the  CCO  for  approval 
prior  to  issuance. 

§  1.30.100  Effoclive  dale. 

The  regulations  contained  in  this  part 
shall  become  effective  December  31,  1971, 
for  all  contracts,  solicitations,  invita¬ 
tions  for  bids,  or  requests  for  proposals 
wliich  shall  be  sent  by  the  Department 
or  an  applicant  on  or  after  said  effective 
date  and  for  all  negotiated  contracts 
which  have  not  been  executed  as  of  said 
effective  date. 

Chapter  II — OfRce  of  Assistant  Secre¬ 
tary  for  Housing  Production  and 
Mortgage  Credit-Federal  Housing 
Commissioner  [Federal  Housing 
Administration] 

Subchapter  A — General 

Part 

200  Introduction. 

Subchapter  B— Mortgage  and  Loan  Insurance 
Programs  Under  National  Housing  Act 

201  Property  improvement  and  mobile 

home  loans. 

202  Class  3  property  improvement 

loans. 

202a  Title  I  mortgage  insurance. 

203  Mutual  mortgage  insurance  and 

insui’ed  home  improvement 
loans. 

205  Mortgage  insurance  for  land 

development  [Title  Xl. 

207  Multifamily  housing  mortgage 

insurance. 

209  Individual  homes;  war  housing 

mortgage  insurance  (Sec.  6031. 

210  Multifamily  projects;  war  housing 

mortgage  insurance  [Sec.  608]. 

211  Single  family  project  loans;  war 

housing  mortgage  insurance 
[Sec.  6111. 

213  Cooperative  housing  mortgage  in¬ 

surance. 

215  Rent  supplement  payments. 

220  Urban  renewal  mortgage  insur¬ 

ance  and  insured  improvement 
loans. 

221  Low  cost  and  moderate  income 

mortgage  insurance. 

222  Servicemen’s  mortgage  insurance. 

224  Armed  services  housing — military 

personnel  ISec.  8031. 

225  Military  housing  insurance  [Sec. 

8031. 

226  Ai*med  services  housing — civilian 

employees  [Sec.  8091. 

227  Armed  services  housing — im¬ 

pacted  areas  [Sec.  8101. 
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228  Individual  residences;  national 

defense  housing  mortgage  in¬ 
surance  [Sec.  9031. 

229  National  defense  rental  housing 

mortgage  insurance  [Sec.  9081. 

231  Housing  mortgage  insurance  for 

the  elderly. 

232  Nursing  homes  and  intermediate 

care  facilities  mortgage  insur¬ 
ance. 

233  Experimental  housing  mortgage 

insurance. 

234  Condominium  ownership  mort¬ 

gage  insurance. 

235  Mortgage  insurance  and  assist¬ 

ance  payments  for  home  owner¬ 
ship  and  project  rehabilitation. 

236  Mortgage  insurance  and  interest 

reduction  payments  for  rental 
projects. 

237  Special  mortgage  insurance  for 

low  and  moderate  income  fami¬ 
lies. 

238  Yield  insurance  [Sec.  7021. 

240  Mortgage  insurance  on  loans  for 

fee  title  purchase. 

241  Supplementary  financing  for  in¬ 

sured  project  mortgages. 

242  Mortgage  insurance  for  hospitals. 

244  Mortgage  insurance  for  group 

practice  facilities  [Title  XI 1. 

SubchopUr  C— Planning  Assistanct  to  Housing 
Sponsors 

270  Loan  and  grant  assistance  for 

planning  housing  projects  in 
Appalachia. 

271  Loan  assistance  for  planning  low 

and  moderate  income  housing. 

Subchoplor  D-  Publicly  Finoncod  Housing 
Programs 

275  Low-rent  public  housing. 

277  Loans  for  housing  for  the  elderly 

or  handicapped. 

279  College  housing. 

SUBCHAPTER  A — GENERAL 

PART  200— INTRODIKTTION 

Subpart  A— Origin  and  Esfabllshmont 

Sec. 

aoo.l  Creation. 

300.3  Btatua. 

200.3  Purpoee. 

300.4  Meaning  of  term  “Oommlaaioner.** 

Subpart  B  Functions  and  Programs 
IM  Oenzrai. 

300.5  Scope  and  nature  of  programs. 
aoo.S  Application  for  lender  approval. 
300.7  Porms  for  mortgage  and  loan  insur¬ 
ance. 

Homk  Mortgagk  Insuramcx 

300.10  One-  to  four-family  homes. 

300.11  Disaster  damage  to  homes. 

300.13  Suburban  and  farm  homes. 

300.18  Homes  for  servicemen. 

300.14  Homes  for  veterans. 

300.10  Housing  for  civilian  employees  of 
Armed  Bervloes.  MAAA.  and  AXO. 

300.19  Other  home  mortage  assl stance. 

PaoJxcT  Mostoaos  iNtnntANca 

30030  Rental  projects. 

30031  Hoxislng  for  the  elderly. 

30033  Hurslng  homes. 


Sec. 

300.34  Investment  Insiuance. 

30036  Armed  services  housing — Impacted 
areas. 

30036  Condomlnliun  ownership. 

30037  Land  development. 

30038  Oroup  practice  facilities. 

30030  Other  project  mortgage  assistance. 

CoopEEATivs  Housmo  Instjaancs 
300.30  Cooperative  projects. 

Trauer  Courts  and  Parks  Insuranck 

300.81  Sites  and  facilities  for  mobile 
homes. 

ITsban  Rrnxwai.  Insuramcb 

300.33  Residential  rehabilitation. 

Low  AND  MODSBAXa  Incomb  Houstno 

30033  Low  cost  homes  and  moderate  in¬ 
come  projects. 

Pttbliclt  Constructed  Housing  Insurance 

200.34  Miscellaneous  type  mortgages. 
Ezprrimentai,  Housxng  Insurance 

30035  Experimental  housing. 

Propxrtt  Iaiprovemxnt  Loan  Insurance 

30038  Title  I  Improvement  locms. 

300.30  Other  Improvement  loans. 

Subparl  C— Organization  and  Management 

300.40  Commissioner. 

300.41  Administrative  staff. 

300.43  Principal  divisions. 

300.43  Regional  Operations  Commissioners. 

300.44  Field  Office  Directors. 

Subpart  D — Delegations  of  Basic  Authority  and 
Functions 

Delegations  to  PARircruLAR  Positions 

200.60  Authority  for  delegations. 

300.51  Acting  Commissioner. 

300.63  Deputy  Assistant  Secretary. 

200.62a  Assistant  Commissioner  for  Field 

Operations  and  Deputy. 

200.62b  Director  of  the  Mortgage  Insurance 
Progrsuns  Support  Division  and 
Deputy. 

200.63  Director  of  the  Publicly  Financed 

Programs  Support  Division  and 
Deputy. 

200.54  Director  of  the  Administrative  Sup¬ 
port  Division  and  Deputy. 

200.65  Assistant  Commissioner  Property 

Improvement  and  Deputy. 

200.66  Assistant  Commissioner  Unsubsl- 

dlzed  Insured  Housing  Programs 
and  Deputy. 

200.56a  Director  Single  Family  and  Land 
Development  Division  and  Dep¬ 
uty. 

200.58  Director  Multlfamlly  Division  and 

Deputy. 

300.68a  Chief  of  the  Rental  Housing  Branch. 
300.68b  Chief  of  the  Cooperative  and  Con¬ 
dominium  Branch. 

200.58c  Chief  of  the  Nursing  Homes  and 
Belated  Facilities  Branch. 

200.58d  Chief  of  the  Oroup  Practices  and 
Nonprofit  Hospitals  Branch. 

200.59  Assistant  Commissioner  Subsidized 

Housing  Programs  and  Deputy. 
200.69a  Director  Publicly  Financed  Housing 
Division  and  Deputy. 

200.69b  Chief  of  the  Low  Bent  Housing 
Branch. 

300.69c  Chief  of  the  College  Housing  As¬ 
sistance  Branch. 

200.61  Director  Subsidized  Mortgage  Insiu*- 

ance  Division  and  Deputy. 

SOOAla  [Reserved] 

300.61b  [Reserved] 

S00.61C  [Reserved] 


Sec. 

200.61d  Chief  of  the  Homeownershlp  As¬ 
sistance  Branch. 

200.61e  Chief  of  the  Elderly  Housing  Assist¬ 
ance  Branch. 

200.61f  Chief  Multifamily  Housing  Assist¬ 
ance  Branch. 

200.62  Assistant  Commissioner  Technical 

and  Credit  Standards  and 
Deputy. 

200.63  Director  of  the  Architecture  and 

Engineering  Division  and  Deputy. 

200.64  Director  Appraisal  and  Mortgage 

Risk  Division  and  Deputy. 

200.65  Assistant  Commissioner  Programs 

and  Deputy. 

200.65a  [Reserved] 

200.65b  Director  Economic  and  Market 

Analysis  Division  and  Deputy. 

200.66  Director  of  the  Research  and  Statis¬ 

tics  Division  and  Deputy. 

200.67  Director  of  the  Program  Division 

and  Deputy. 

200.68  Assistant  Commissioner  Adminis¬ 

tration  and  Deputy. 

200.70  Director  of  the  Budget  Division  and 

Deputy. 

200.71  Director  Participation  and  Compli¬ 

ance  Review  Division  and  Dep¬ 
uty:  Previous  Participation  Re¬ 
view  Officer. 

200.72  Director  of  the  Management  and 

Operations  Assistance  Division 
and  Deputy. 

200.73  Assistant  Commissioner  for  Reha¬ 

bilitation  and  Deputy. 

200.77  Assistant  Commissioner-Comptrol¬ 

ler  and  Deputy. 

200.78  Director  Accoxmtlng  Division  and 

Deputy. 

200.79  Director  Insurance  Division  and 

Deputy. 

200.80  Director  Fiscal  Division  and  Deputy. 

20081  Director  Procedures  Division  and 

Deputies. 

200  82  Director  Financial  Reports  Division 
and  Deputy. 

200.84  [Reserved] 

200.84a  [Reserved] 

300.84b  neld  Office  Directors,  Deputies,  and 
Assistants. 

200.84c  Director  of  the  Multlfamlly  Hous¬ 
ing  Insuring  Office  (New  York). 

200.84d  [Reserved] 

200.84e  Director,  Compliance  Coordination. 

Delegations  to  Committees 

200.85  Executive  Board. 

200.86  Security  Committee. 

200.87  Management  Improvement  Com¬ 

mittee. 

200.89  Substantial  Compliance  Committee. 

200.90  Finance  Committee. 

200.91  Operations  Analysis  Policy  Commit¬ 

tee. 

200.93  Structural  Defects  Committee. 

300.93  Multlfamlly  Participation  Review 

Committee. 

200.94  Loan  Assistance  Committee. 
Miscellaneous  Delegations 

300.95  Field  Office  Chiefs  of  Operations 

and  Assistants  to  the  Directors. 

200.96  Field  Office  Directors,  Deputy  Di¬ 

rectors  and  Assistant  Directors; 
and  Director,  Multlfamlly  Hous¬ 
ing  Insuring  Office  (New  York). 

200.97  Assistant  Commissioner  for  Field 

Operations  and  Deputy;  Assist¬ 
ant  Commissioner  for  Home 
Mortgages  and  Deputy;  Assistant 
Commissioner  for  Property  Im¬ 
provement  and  Deputy;  and  the 
Assistant  Commissioner  for  Multi- 
family  Housing  and  Deputy  and 
Division  Directors  tmder  their 
supervision. 
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200.98 


200.99 

200.100 
200.103 


200.104 

200.105 

200.106 


200.107 

200.108 


200.100 


200.110 

200.111 


200.112 
200.1 1& 
200.114 


200.115 

200.116 
200.117 


200.118 


Subpart 


200.140 

200.141 


200.142 

200.143 

200.144 

200.145 

200.146 


200.147 

200.148 

200.149 


200.150 

200.151 
200.162 

200.153 

200.154 

200.155 

200.156 

200.157 


Chief  Underwriter  and  Deputy,  Chief 
Mortgage  Credit  Examiner  and 
Deputy,  Chief  Appraiser  and  Depu¬ 
ty,  Commitment  Appraiser,  and 
Conunitment  Mortgage  Credit  Ex¬ 
aminer. 

Real  Property  Ofllcer. 

Closing  Clerk. 

Division  Directors  and  their  superi¬ 
ors;  Field  Office  Directors,  Depu¬ 
ties,  and  Assistants,  and  others. 

Classlhed  Information  Control  Offi¬ 
cer. 

Personnel  Secmlty  Officer  and  Dep¬ 
uty. 

Assistant  Commissioner  for  Field 
Operations  and  Deputy;  HUD 
Regional  Administrators  and  As¬ 
sistant  Regional  Administrators 
for  FHA;  Directors,  Deputy  Di¬ 
rectors,  Assistant  Directors,  Ad¬ 
ministrative  Officers,  Chief  Clerks, 
and  Service  Office  Supervisors  in 
FHA  Field  Offices;  and  Assistant 
Comissioner  for  Administration 
and  Deputy. 

National  emergency. 

Director  Management  and  Opera¬ 
tions  Assistance  Division  and 
Deputy. 

Regional  Administrators,  Deputy 
Regional  Administrators,  and  the 
Assistant  Regional  Administrator, 
Region  Vin  (Denver),  Housing 
Production  and  Mortgage  Credit. 

Chief,  Valuation  Section,  and  Com¬ 
mitment  Appraiser. 

Chief,  Mortgage  Credit  Section,  and 
Commitment  Mortgage  Credit 
Examiner. 

Chief,  Finance  and  Mortgage  Credit 
Section. 

Assistant  Director  for  Technical 
Services. 

Assistant  Director  for  Single  Fam¬ 
ily  Mortgage  Insurance  and 
Deputy. 

Program  Manager  and  Multlfamlly 
Housing  Representative. 

Director,  Production  Division,  and 
Deputy. 

Director,  Housing  Services  and 
Property  Management  Division, 
and  Chief,  Property  Operations 
Branch. 

Area  Director  and  Deputy  Area 
Director. 


Sec. 

200.158  Applicability  of  Treasmy  regula¬ 
tions  to  debenture  transactlona. 
200.169  Relief  cm  account  of  lost,  stolen,  de¬ 
stroyed,  mutilated  or  defaced 
debentures. 

200.160  Redemption  of  debentures  prior  to 

maturity. 

200.161  Administration  of  debenture  trans¬ 

actions. 

200.162  Certificates  of  claim. 

Subpart  F— Property  Improvement  loon 
Procedures  and  Processing 
Loan  Teansaction 

200.165  Lender’s  application  for  Insurance. 

200.166  Lending  area. 

200.167  Credit  Investigation  of  borrower. 

200.168  Other  requirements  for  a  Property 

Improvement  loan. 

200.169  Direct  borrower  loans. 

200.170  Loan  through  a  dealer. 

200.171  Notice  to  borrower. 

DlSBTTSSXlCXNT 

200.172  Disbursement  of  proceeds  to  dealer. 
200  173  Disbursement  of  proceeds  to  bor¬ 
rower. 

Report  and  Reserve 

200.174  Report  of  loans. 

200.175  Insurance  charge. 

200.176  Insurance  reserves. 

CtAIMS  FOR  REIUBUXSEMENT  FOR  LOSS 

200.177  Claims  for  payment. 

200.178  Amount  of  claim. 

200.179  Establishment  of  account. 

Subpart  (»— ‘-Official  Records  (Reserved! 
Subpart  H — Enforcement  Remedies 
Refusal  op  PARTicn>ATioN 

200.190  Authority  of  Director. 

200.191  Notice. 

200.192  Hearing,  request. 

200.193  Hearing,  ttme  and  place. 

200.194  Determination. 

200.195  Reclsslon  and  reinstatement. 

Unsatisfactort  Risk  Determination 

200.200  Basis  of  action. 

200.201  Invitation  to  conference. 

200.202  Determlnatlcm  notice. 

200.203  Reinstatement. 

TITLX  I  PRECAXmONART  MEASURES 


E — Mortgage  Insurance  Procedures  and 
Processing 
Scope  of  subpart. 

Procedure  In  general. 

Application  for  Insurance 

Form  and  filing. 

Purpose  and  content. 

Fees. 

Technical  analysis  and  imderwiit- 
Ing  processing. 

Acceptance,  rejection  and  recon¬ 
sideration. 

Commitment  for  Insurance 

Issuance  of  commitment. 

Types  of  commitments. 

Terms  and  conditions. 

Insurance  Endorsement 

Request  for  endorsement. 

P7nal  review. 

Endorsement  for  Insurance. 

Claims  for  Losses 
Presentation  of  claim. 

Notice  of  default. 

Claim  requirements. 

Settlement  of  claims. 

Provisions  and  characteristics  oC 
debentures. 


200.205  Basis  of  addon. 

200.206  Inquiry  notice  and  explanation. 

200.207  Determination. 

200.208  Rescinding  actions. 


Subpart  I — Nondiscrimination  and  Fair  Housing 

200.300  Nondiscrimination  and  fair  housing 
policy. 

200.305  Notice  to  public. 

200.310  Definition  of  “discriminatory  prac¬ 
tice”. 

200.316  Prohibition  against  discriminatory 
practice. 

200.320  Subdivision  report  and  multlfamlly, 
land  development,  and  group 
practice  facilities  preapplication 
analysis. 

2(X).325  Corporate  charters  and  regulatory 
agreements. 

200.335  Provisions  In  legal  Instruments. 

200.340  Complaints  and  hearings. 

200.346  Sanctions. 

200.350  Appeals  from  findings  of  Field 
Office  Directors. 

200.356  Reinstatement. 


Subpart  J — Equal  Employment  Opportunity 
200.400  Purpose. 

200.405  Notice  to  public. 

200.410  Definition  of  term  “applicant”. 


Sec. 

200.415  Agreement  of  applicant. 

200.420  Equal  opportunity  clause  to  be  in¬ 
cluded  In  contracts  and  sub¬ 
contracts. 

200.426  Kxemptlons. 

,200.430  Sanctions. 

Subpart  K — Correction  of  Structural  Defects 
200.500  Purpose. 

200.502  Application  for  assistance. 

200.505  Nature  of  defect. 

200.507  Eligibility  requirements. 

200.510  Type  of  assistance. 

200.512  Subrogation  by  mortgagor. 

200.515  Right  and  finality  of  determination. 

Subpart  L — Correction  of  Structural  or  Other  De¬ 
fects  in  Homes  Covered  by  Mortgage  Insurance 
Under  Section  235 
200.517  Purpose. 

200.520  Application  for  assistance. 

200.522  Eligibility  for  cooislderation. 

200.527  Consideration  for  assistance. 

200.533  Right  and  finality  of  determination. 

Subparts  M— Q  [Reserved] 

Subpart  R— Claims  Collection  Standards 
200.900  Oeneral  collection  standards. 
200.905  Collection  of  title  I  accounts. 

Authoritt  :  The  provisions  of  this  Part  200 
Issued  under  sec.  2,  48  Stat.  1246,  as  amended, 
sec.  211,  62  Stat.  23,  as  amended,  sec.  607,  55 
Stat.  61,  as  amended,  sec.  712,  62  Stat.  1281, 
as  amended,  sec.  907,  65  Stat.  301,  as  amend¬ 
ed,  sec.  807,  69  Stat.  651,  as  amended;  12 
UB.O.  1703,  1715b,  1742,  1747k,  1748f.  1760f. 

Subpart  A — Origin  and  Establishment 

§  200.1  Creation. 

The  Federal  Housing  Administration 
(frequently  referred  to  herein  as  the 
FHA)  was  originally  created  by  the  Na¬ 
tional  Housing  Act,  approved  June  27, 
1934  (48  Stat.  1246;  12  U.S.C.  1702) .  On 
November  9,  1965,  by  operation  of  the 
Department  of  Housing  and  Urban  De¬ 
velopment  Act,  approved  September  9, 
1965  (79  Stat.  667).  the  FHA  was  trans¬ 
ferred  to  the  Department  of  Housing  and 
Urban  Development. 

§  200.2  Status. 

The  Federal  Housing  Administration 
Is  an  organizational  unit  within  the  De¬ 
partment  of  Housing  and  Urban  Devel¬ 
opment. 

§  200.3  Purpose. 

The  Federal  Housing  Administration 
was  established  to  encourage  improve¬ 
ment  in  housing  standards  and  condi¬ 
tions,  to  provide  an  adequate  home  fi¬ 
nancing  system  by  insurance  of  housing 
mortgages  and  credit,  and  to  exert  a 
stabilizing  infiuence  on  the  mortgage 
market. 

§  200.4  Meaning  of  term  ^‘Commis- 
sioner”. 

Effective  January  18,  1966,  the  term 
"Commissioner,”  as  used  in  this  chapter, 
shall  have  the  following  meaning: 

(a)  Where  the  term  appears  in  con¬ 
nection  with  the  conveyance  or  assign¬ 
ment  of  real  or  personal  property,  it  shall 
be  deemed  to  refer  to  the  Secretary  of 
Housing  and  Urban  Development. 

(b)  Where  the  term  appears  in  con¬ 
nection  with  Instances  other  than  set 
forth  In  paragraph  (a)  of  this  section. 
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it  shall  be  deemed  to  refer  to  the  Federal 
Housing  Commissioner  acting  on  behalf 
of  the  Secretary  of  Housing  and  Urban 
Development. 

Subpart  B — Functions  and  Programs 
In  General 

§  200.5  Scope  and  nature  of  programs. 

The  Federal  Housing  Administration 
does  not  make  loans  or  build  housing 
but  operates  Insurance  programs  under 
the  provisions  of  the  National  Housing 
Act.  The  PHA  provides  Insurance  for  pri¬ 
vate  lenders  against  loss  on  mortgages 
financing  homes,  multifamily  projects, 
land  development  projects,  and  group 
practice  facilities  projects  and  against 
loss  on  loans  for  property  Improvements. 
It  also  provides  Insurance  of  yields  on 
Investments  In  rental  housing  projects. 
All  mortgage  and  loan  transactions  must 
be  acceptable  to  the  Commissioner.  The 
various  Insurance  programs  are  outlined 
in  SS  200.10  through  200.39,  and  more 
particulsirly  described  In  other  parts  of 
this  chapter. 

§  200.6  Application  for  lender  approval. 

An  application  for  approval,  as  a 
mortgagee,  as  a  loan  correspondent  or 
as  a  Title  I  lending  institution  is  sub¬ 
mitted  on  an  appropriate  form  pre¬ 
scribed  by  the  Commissioner.  These 
forms  may  be  obtained  from  any  re- 
gicmal,  area,  or  insiuing  office  or  from 
the  Headquarters  Office  in  Washington. 
D.C.  When  fully  executed  the  form  is 
submitted  to  the  office  having  Jurisdic¬ 
tion  for  transmittal  to  the  Headquai-ters 
Office.  Washington,  D.C. 

§  200.7  Forms  for  mortgage  and  loan 
insurance. 

Forms  and  Instructions  for  obtaining 
assistance  under  each  of  the  various 
FHA  mortgage  and  loan  Insurance  pro¬ 
grams  may  be  obtained  from  any  re¬ 
gional,  area,  or  insuring  office.  When 
fully  executed,  forms  are  submitted  to 
the  area  or  insuring  office  having  Juris- 
dictloii  of  the  area  where  the  property 
is  located  and  for  which  Insurance  assist¬ 
ance  is  requested. 

Home  Mortgage  Insurance 

§  200.10  One-  to  four-family  homes. 

(a)  The  FHA  Insures  mortgages  on 
one-  to  four-family  dwellings.  The  maxi¬ 
mum  mortgage  cannot  exceed  the  lesser 
of  a  dollar  amount  (which  varies  de¬ 
pending  upon  whether  the  residence  is 
one-,  two-,  three-  or  four-family)  and  an 
amount  computed  under  a  statutory  for¬ 
mula  based  on  the  ratio  the  loan  bears 
to  the  appraised  value  of  the  property. 

(b)  The  basic  home  mortgage  Insur¬ 
ance  program  is  authorized  under  Title 
n,  section  203(b)  of  the  National  Hous¬ 
ing  Act  and  governed  by  regulations 
contained  In  Part  203  of  this  chapter. 

§  200.11  Disaster  damage  to  homes. 

(a)  The  FHA  Insures  mortgages  given 
to  finance  the  replacement  of  homes  de¬ 
stroyed  or  extensively  dsunaged  major 
disa^rs.  The  maximum  mortgage  can¬ 


not  exceed  the  lesser  of  a  dollar  amount 
and  an  amount  computed  under  a  statu¬ 
tory  formula  based  on  the  ratio  the  loan 
bears  to  the  appraised  value  of  the 
property. 

(b)  This  program  Is  authorized  imder 
Title  n,  section  203  (h)  of  the  National 
Housing  Act  and  governed  by  regula¬ 
tions  contained  in  Part  203  of  this 
chapter. 

§200.12  Suburban  and  farm  homes. 

(a)  The  FHA  insures  mortgages  on 
single-family  owner-occupied  homes  lo¬ 
cated  In  sparsely  populated  nonurban 
areas  and  farm  areas.  The  land  on  which 
the  house  Is  located  must  be  adjacent 
to  a  public  highway.  The  maximum 
mortgage  cannot  exceed  the  lesser  of  a 
dollar  amount  and  an  amount  computed 
under  a  statutory  formula  based  on  the 
ratio  the  loan  bears  to  the  appraised 
value  of  the  property. 

(b)  This  program  Is  authorized  under 
Title  n,  section  203(1)  of  the  National 
Housing  Act  and  governed  by  regulations 
contained  in  Part  203  of  this  chapter. 

§  200.13  Homes  for  servicemen. 

(a)  The  FHA  Insures  mortgages  on 
single-family  dwellings  owned  and  oc¬ 
cupied  by  servicemen  on  active  duty  with 
the  Armed  Forces  or  the  Coast  Guard. 
The  maximum  mortgage  cannot  exceed 
the  lesser  of  a  dollar  amount  and  an 
amoimt  computed  under  a  statutory 
formula  based  on  the  ratio  the  loan 
bears  to  the  appraised  value  of  the  prop¬ 
erty.  Certification  by  the  Secretary  of 
Defense  (or  the  Secretary  of  Trans¬ 
portation  for  Coast  Guard  personnel) 
Is  required  to  the  effect  that  the  serv¬ 
iceman  requires  housing  and  that  he  Is 
and  has  been  for  more  than  2  years  on 
active  military  duty. 

(b)  This  program  Is  authorized  under 
Title  n,  section  222  of  the  National 
Housing  Act  and  governed  by  regulations 
contained  In  Part  222  of  this  chapter. 

§  200.14  Homes  for  veterans. 

(a)  The  FHA  Insures  mortgages  on 
single-family  dwellings  owned  and  oc¬ 
cupied  by  veterans.  To  qualify  as  a  vet¬ 
eran,  the  mortgagor  must  have  served 
90  days  or  more  on  active  duty  in  the 
armed  forces  of  the  United  States  and 
have  been  discharged  or  released  there¬ 
from  imder  conditions  other  than  dishon¬ 
orable.  Extra  hazardous  duty  for  a  pe¬ 
riod  of  less  than  90  days  will  also  qualify 
a  mortgagor  as  a  veteran.  The  maximum 
mortgage  cannot  exceed  the  lesser  of  a 
dollar  amount  and  an  amount  computed 
under  a  statutory  formula  based  on  the 
ratio  the  loan  bears  to  the  appraised 
value  of  the  property.  The  program 
offers  lower  downpayment  mortgage 
financing  for  the  veteran  than  Is  avail¬ 
able  under  the  regular  home  mortgage 
Insurance  program  described  in  S  200.10. 

(b)  Tills  program  is  authorized  under 
title  n,  sections  203  and  220  of  the  Na¬ 
tional  Housing  Act  and  title  vm,  section 
809  of  such  Act.  The  applicable  regula¬ 
tions  are  contained  in  Parts  203,  220,  and 
226  of  this  chapter. 


§  200.15  Housing  for  civilian  employees 
of  the  Armed  Services,  NASA,  and 
AEG. 

(a)  The  FHA  Insures  mortgages  cover¬ 
ing  purchases  of  one-  to  four-family 
homes  by  civilian  employees  of  an  Armed 
Services  or  National  Aeronautics  and 
Space  Administration  research  and  de¬ 
velopment  installation  and  by  civilian 
and  military  personnel  employed  or  as¬ 
signed  to  duty  at  an  Atomic  Energy  Com¬ 
mission  research  and  development  In¬ 
stallation.  The  maximum  mortgage  can¬ 
not  exceed  the  lesser  of  a  dollar  amount 
and  an  amoimt  computed  under  a  statu¬ 
tory  formula  based  on  the  ratio  the  loan 
bears  to  the  appraised  value  of  the  prop¬ 
erty.  Certification  by  the  Secretary  of 
Defense,  the  Administrator  of  the  NASA 
or  the  Chairman  of  the  AEC,  as  appropri¬ 
ate.  Is  required  regarding  the  status  of 
the  mortgagor  as  an  employee  at  the  In¬ 
stallation  (civilian  employee  or  person  on 
military  duty),  the  mortgagor’s  need  for 
housing,  the  general  need  for  housing 
accommodations  at  the  installation,  and 
the  permanency  of  the  personnel  as- 
slgm^  to  the  Installation.  The  Secre¬ 
tary  of  Defense,  the  Administrator  of  the 
NASA  or  the  Chairman  of  the  AEC,  as 
appropriate,  may  be  required  to  guar¬ 
antee  the  Insured  mortgages.  If  the  Com¬ 
missioner  determines  that  the  housing 
Is  not  an  acceptable  risk. 

(b)  This  program  Is  authorized  by  sec¬ 
tion  809  of  the  National  Housing  Act 
and  governed  by  the  regulations  con¬ 
tained  in  Part  226  of  this  chapter. 

§  200.19  Other  home  mortgage  assist¬ 
ance. 

The  PHA  offers  other  types  of  home 
mortgage  Insurance  assistance  In  connec¬ 
tion  with  programs  under  other  titles  of 
the  National  Housing  Act  as  indicated  by 
§§  200.25,  200.26,  200.30,  and  200.32 
through  200.35  of  this  subpart. 

Project  Mortgage  Insurance 
§  200.20  Rental  projects. 

(a)  The  PHA  Insures  mortgages.  In¬ 
cluding  advances  made  during  construc¬ 
tion,  on  rental  projects  of  eight  or  more 
units  developed  either  by  a  private  or 
public  mortgagor.  The  statute  prescribes 
a  maximum  mortgage  determined  by  a 
dollar  amount,  an  amount  computed 
under  a  formula  based  on  the  ratio  the 
loan  bears  to  the  appraised  value  of  the 
property,  and  a  varying  amount  depend¬ 
ing  upon  the  number  of  bedrooms  In 
each  dwelling  unit. 

(b)  The  basic  rental  housing  project 
mortgage  insurance  program  Is  author¬ 
ized  under  section  207  of  the  National 
Housing  Act.  The  regulations  govern¬ 
ing  this  activity  are  contained  In  Part 
207  of  this  chapter. 

§  200.21  Housing  for  Uie  elderly. 

(a)  The  FHA  Insures  mortgages.  In¬ 
cluding  advances  made  during  construc¬ 
tion.  on  housing  projects  for  the  elderly 
developed  by  a  private,  profit-making 
mortgagor  or  a  nonprofit  organization,  a  , 
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Federal  or  State  instrumentality,  a  mu¬ 
nicipal  corporation,  or  a  nonprofit  de¬ 
velopment  or  housing  corporation.  Pref¬ 
erence  for  occupancy  in  such  projects 
is  required  for  elderly  persons  62  years 
of  age  or  over  and  for  the  physically 
handicapped.  The  statute  prescribes  a 
Tnavlmiim  mortgage  determined  by  a 
dollar  amount,  an  amount  computed  un¬ 
der  a  formula  based  on  a  ratio  the  loan 
bears  to  the  replacement  cost  of  the 
property,  and  a  varj’ing  amount  depend¬ 
ing  upon  the  number  of  bedrooms  In  each 
dwelling  unit. 

(b)  This  program  is  authorized  under 
section  231  of  the  National  Housing  Act 
and  governed  by  the  regulations  con¬ 
tained  in  Part  231  of  this  chapter. 

§  200.22  Nursing  homes. 

(a)  The  FHA  Insures  mortgages.  In¬ 
cluding  advances  made  during  construc¬ 
tion,  on  nursing  homes  either  of  the 
proprietary  or  nonprofit  type.  The  stat¬ 
ute  prescribes  a  maximum  mortgage 
determined  by  a  dollar  amount  and  an 
amount  computed  under  a  formula 
based  on  a  ratio  tlie  loan  bears  to  the 
estimated  value  of  the  property. 

(b)  This  program  is  authorized  imder 
section  232  of  the  National  Housing  Act 
and  governed  by  the  regulations  con¬ 
tained  in  Part  232  of  this  chapter. 

§  200.24  Investment  insurance. 

(a)  In  order  to  encourage  Investment 
In  debt-free  rental  housing  for  families 
of  moderate  Income  the  FHA  insures  the 
minimum  amortization  charge  of  2  per¬ 
cent  of  the  established  investment  (in¬ 
cluding  all  approved  costs  prior  to  initial 
occupancy)  and  a  fixed  annual  return  on 
the  outstanding  investment  in  an  eligible 
project. 

(b)  This  program  is  authorized  under 
title  Vn  of  the  National  Housing  Act 
and  governed  by  Part  238  of  this  chapter, 

§  200.25  Armed  st'rvices  housing — im¬ 
pacted  areas. 

(a)  The  FHA  insures  mortgages  on 
rental  and  sales  housing  projects  de¬ 
veloped  for  military  personnel  and  es¬ 
sential  civilian  employees  of  the  armed 
services  or  Coast  Ouard,  employees  of 
contractors  for  the  armed  services  or 
Coast  Guard,  and  essential  personnd 
employed  or  assigned  to  duty  at  a  re¬ 
search  or  development  Installation  of 
the  National  Aeronautics  and  Space  Ad¬ 
ministration  or  the  Atomic  Energy  Com¬ 
mission  or  employees  of  a  contractor  of 
NASA  or  AEC  who  are  employed  at  a 
research  or  development  installation. 
The  statute  prescribes  a  maximiun  mort¬ 
gage  determined  by  a  dollar  amormt  and 
an  amount  computed  imder  formulas, 
which  differ  for  the  rental  and  sales 
projects,  based  on  the  ratio  the  loan 
bears  to  the  appraised  value  of  the  prop¬ 
erty.  In  rental  projects,  there  Is  an  ad¬ 
ditional  limitation  based  on  the  number 
of  bedrooms  in  each  dwelling  unit.  Pro¬ 
vision  is  Included  for  the  Insurance  of  the 
mortgages  financing  the  purchase  of  the 
Individual  dwelling  units  in  a  sales 
project. 

(b)  This  program  is  authorized  under 
title  vm,  section  810  of  the  National 
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Housing  Act  and  governed  by  regulations 
contained  in  Part  227  of  this  chapter. 

§  200.26  Condominium  ownership. 

(a)  The  FHA  Insures  mortgages,  in¬ 
cluding  construction  advances,  on  multi¬ 
family  housing  projects  developed  with 
the  intention  of  converting,  upon  con¬ 
struction,  to  a  plan  of  apartment  owner¬ 
ship  imder  which  the  family  units  in  the 
project  are  sold  to  individual  owners.  In 
addition,  insurance  is  provided  for  mort¬ 
gages  financing  the  purchase  of  the  in¬ 
dividually  owned  apartment  units. 

(b)  Tlie  maximum  mortgage  is  com¬ 
puted  as  follows: 

•  (1)  Multifamily  housing  project  mort¬ 
gages  are  limited  to  the  lesser  of  a  dollar 
amount,  an  amount  computed  under  a 
statutory  formula  based  on  the  ratio  the 
loan  bears  to  the  replacement  cost  of  the 
project,  or  an  amount  based  on  the  num¬ 
ber  of  bedrooms  in  each  dwelling  unit. 

(2)  Individual  mortgages  on  the  apart¬ 
ment  units  are  limited  to  the  lesser  of  a 
dollar  amount  and  an  amount  computed 
under  a  statutory  formula  based  on  the 
ratio  the  loan  bears  to  the  appraised 
value  of  the  apartment  unit. 

(c)  This  program  is  authorized  under 
section  234  of  the  National  Housing  Act. 
The  applicable  regulations  are  contained 
in  Part  234  of  this  chapter. 

§  200.27  Land  development. 

(a)  The  FHA  insures  mortgages  for 
land  development  in  connection  with  sub¬ 
divisions  and  new  communities.  This  au¬ 
thorization  is  designed  to  assist  private 
enterprise  by  enabling  private  develiv- 
ers  to  purchase  raw  land  and  develop  It 
to  provide  a  steady  supply  of  Improved 
building  sites  In  an  orderly  and  economi¬ 
cal  manner.  The  type  of  Improvements 
to  be  Installed  by  the  developer  and  which 
may  be  financed  with  the  mortgage  pro¬ 
ceeds  Includes  Installations  for  water 
lines,  water  supply,  sewage  disposal;  for 
complete  water  or  sewerage  systems; 
roads,  streets,  curbs,  gutters,  sidewalks, 
and  storm  drains.  The  total  outstanding 
principal  of  mortgages.  Involving  a  sin¬ 
gle  land  development  undertaking,  shall 
at  no  time  exceed  a  dollar  amount  pre¬ 
scribed  by  statute.  The  statute  further 
prescribes  a  maximum  mortgage  deter¬ 
mined  by  the  ratio  the  loan  bears  either 
to  the  value  of  the  property  after  com¬ 
pletion  of  the  land  development  or  the 
value  before  proposed  development  plus 
the  cost  of  such  development.  The  mort¬ 
gage  has  a  fixed  maturity  which  may  be 
extended  where  the  financing  of  a  water 
or  sewerage  system  or  of  a  new  com¬ 
munity  is  involved. 

(b)  This  program  Is  authorized  under 
title  X  of  the  National  Housing  Act  and 
governed  by  regulations  contained  in 
Part  205  of  this  chapter. 

§  200.28  Croup  prartice  facilities. 

(a)  The  FHA  Insures  mortgages  to 
make  credit  available  on  *  reasonable 
terms  to  finance  construction  and  equip¬ 
ment  of  medical,  dental  and  optometiie 
group  practice  facilities.  The  sponsoring 
group  or  organization  may  be  either 
profit  motivated  or  nonprofit,  but  the 
mortgagor  entity  must  nonprofit.  It 


may  oi>erate  the  proposed  facility  or 
lease  it  to  a  professional  group,  either 
profit  or  nonprofit.  The  professional 
group,  of  not  less  than  five  physicians 
or  not  less  than  three  dentists  and  op¬ 
tometrists,  all  on  a  full-time  schedule, 
shall  have  the  Intention  and  capability 
of  providing  preventive  and  diagnostic 
treatment  services  of  a  comprehensive 
nature  under  a  coordinated  program  with 
payment  for  such  services  on  either  a 
prepayment  or  fee-for-servlce  basis.  The 
25-year  mortgage  shall  not  exceed  the 
lesser  of  a  dollar  amount  or  an  amount 
computed  under  a  statutory  formula 
based  on  a  ratio  the  loan  bears  to  the 
estimated  value  of  the  property.  Includ¬ 
ing  equipment. 

(b)  The  program  is  authorized  under 
title  XI  of  the  National  Housing  Act  and 
governed  by  regulations  contained  in 
Part  244  of  this  chapter. 

§  200.29  Other  project  mortgage  assist¬ 
ance. 

The  FHA  offers  other  types  of  project 
mortgage  Insurance  In  connection  with 
programs  under  other  titles  of  the  Na¬ 
tional  Housing  Act  as  Indicated  by 
IS  200.30  through  200.35  of  thia  subpart. 

COOPERATIVX  HOTTSINO  InSURANCK 
§  200.30  Cooperative  projects. 

(a)  The  FHA  Insures  mortgages,  in¬ 
cluding  construction  advances,  on  coop¬ 
erative  housing  projects.  The  mortgagor 
may  be  a  nonprofit  cooperative  owner¬ 
ship  housing  corporation  or  trust,  the 
permanent  occupancy  of  the  dwellings 
being  restricted  to  members  of  the  cor¬ 
poration  or  beneficiaries  of  the  trust 
(management  type  project),  or  a  non¬ 
profit  corporation  or  trust  organized  for 
the  purpxee  of  building  homes  for  mem¬ 
bers  (sales  type  project)  or  a  corporate 
investor  that  certifies  to  the  FHA  Its  In- 
tentiou  of  selling  the  project  to  a  coop¬ 
erative  group  within  2  years  after  com¬ 
pletion  (investor-sponsor  project) .  In  ad¬ 
dition,  the  FHA  insures  supplementary 
cooperative  loans  to  a  nonprofit  coop>- 
eratlve  project  for  Improvements  or 
repairs  to  property  which  Is  already 
covered  by  an  PHA-lnsured  project  mort¬ 
gage  or  for  community  facilities  neces¬ 
sary  to  serve  the  occupants  of  such  proj¬ 
ects  or  to  finance  cooperative  pmrehases 
and  resales  of  membership. 

(b)  The  maximum  mortgage  on  proj¬ 
ect  type  housing  cannot  exceed  the  lesser 
of  a  dollar  amount  or  an  sunount  com¬ 
puted  under  a  statutory  formula  bcuted 
on  a  ratio  the  loan  bears  to  the  replace¬ 
ment  cost  of  the  property.  In  the  case  of 
sales  type  projects,  provision  is  made  for 
the  release  of  the  individual  properties 
from  the  blanket  project  mortage,  and 
the  Insurance  of  the  Individual  mortgage 
covering  the  individual  dwelling  with  the 
princip>al  amount  limited  to  the  unpaid 
balance  of  the  blanket  mortgage  allocable 
to  the  Individual  property  as  of  the  date 
of  the  release.  In  the  case  of  a  supple¬ 
mentary  cooperative  loan,  the  loan  is 
basically  limited  to  an  amount  which 
when  added  to  the  outstanding  mortgage 
Indebtedness  creates  a  total  indebtedness 
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which  does  not  exceed  the  original  prin¬ 
cipal  obligation  of  the  mortgage.  The 
total  indebtedness  created  by  the  supple¬ 
mentary  cooperative  loan  may  exceed  the 
original  principal  obligation  where  im¬ 
provements  or  additional  community  fa¬ 
cilities  are  Involved,  provided  such  total 
does  not  exceed  the  mortgage  amount 
which  would  be  eligible  for  insurance  if 
the  original  mortgage  were  to  be  replaced 
with  a  new  insured  mortgage  refinancing 
the  existing  Indebtedness  and  financing 
the  Improvements. 

(c)  This  program  is  authorized  under 
Title  n,  section  213  of  the  National 
Housing  Act  and  governed  by  regulations 
contained  in  Part  213  of  this  chapter. 

Trailer  Courts  and  Parks  Insurance 

§  200.31  Sites  and  facilities  for  mobile 
homes. 

(a)  The  FHA  insures  mortgages  on 
trailer  courts  and  parks.  The  mortgage 
transaction  must  be  acceptable  to  the 
Commissioner  and  the  maximum  mort¬ 
gage  cannot  exceed  an  amount  computed 
under  a  statutory  formula  based  on  a 
ratio  the  loan  bears  to  the  estimated 
value  of  the  property  after  the  improve¬ 
ments  are  completed.  The  insurance 
applies  to  mortgages  on  sites  and  facil¬ 
ities  but  not  on  the  trailers  themselves. 
The  court  or  park  must  have  at  least 
fifty  spaces  on  one  site  designed  for 
rental  iise  for  trailers  or  mobile  homes 
and  must  meet  minimum  requirements 
designed  to  improve  the  living  conditions 
of  the  occupants. 

(b)  This  program  is  authorized  under 
Title  n.  section  207  of  the  National 
Housing  Act  and  governed  by  regulations 
contained  in  Part  207  of  this  chapter. 

Urban  Renewal  Insurance 
§  200.32  Residential  rehabilitation. 

(a)  In  urban  renewal  areas,  the  FHA 
insures  mortgages  on  dwellings  designed 
principally  for  residential  use  by  not 
more  than  11  families  and  on  multifamily 
rental  projects.  The  mortgages  may  be 
for  financing  the  rehabilitation  of  exist¬ 
ing  salvable  housing  (including  the  re¬ 
financing  of  existing  indebtedness)  or  for 
the  replacement  of  slums  with  new  hous¬ 
ing.  Insurance  on  multifamily  project 
mortgages  may  include  coverage  of  con¬ 
struction  advances. 

(b)  The  determination  of  maximum 
mortgage  Is  governed  by  the  following: 

(1)  On  a  1-  to  11-family  dwelling  the 
mortgage  is  limited  to  the  lesser  of  a 
dollar  limitation,  governed  by  the  niun- 
ber  of  residences  in  the  dwelling,  or  a 
ratio  of  loan  to  the  estimated  replace¬ 
ment  cost  established  under  a  statutory 
formula.  Where  rehabilitation  Is  in¬ 
volved,  an  additional  adjustment  in  the 
maximum  mortgage  is  made  on  the  basis 
of  the  estimated  cost  of  rehabilitation 
and  the  estimated  value  of  the  property 
prior  to  rehabilitation.  Where  refinancing 
is  involved,  a  further  adjustment  is  made 
on  the  basis  of  the  amount  required  to 
pay  off  the  outstanding  Indebtedness. 

(2)  On  a  multifamily  project,  the 
mortgage  is  limited  to  the  lesser  of: 


(i)  A  dollar  amount. 

(ii)  An  amoimt  computed  under  a 
statutory  formula  based  on  a  ratio  the 
loan  bears  to  the  replacement  cost  of 
the  property  with  an  additional  adjust¬ 
ment  made  where  the  project  Involves 
rehabilitation  and/or  refinancing.  Where 
rehabilitation  is  involved,  the  mortgage 
is  adjusted  on  the  basis  of  the  estimated 
cost  of  rehabilitation  and  the  estimated 
value  of  the  property  prior  to  rehabilita¬ 
tion.  Where  refinancing  is  involved,  a 
further  adjustment  is  made  on  the  basis 
of  the  amoimt  required  to  pay  off  the 
outstanding  indebtedness. 

(ill)  An  amount  based  on  the  number 
of  bedrooms  in  each  dwelling  unit. 

(c)  This  program  is  authorized  under 
Title  n,  section  220  of  the  National 
Housing  Act  and  governed  by  regulations 
contained  in  Part  220  of  this  chapter. 

Low  AND  Moderate  Income  Housino 

§  200.33  Low  cost  homes  and  moderate 
income  projects. 

(a)  The  FHA  insures  mortgages  on 
low  cost  homes  for  low  and  moderate 
income  families  with  special  terms  avail¬ 
able  to  families  displaced  from  an  urban 
renewal  area,  or  as  a  result  of  govern¬ 
mental  action,  or  as  a  result  of  a  disaster 
determined  by  the  President  to  be  a 
major  disaster.  Also,  mortgages  are  in¬ 
sured  by  the  FHA.  Including  construction 
advances,  on  projects  for  moderate  in¬ 
come  families  involving  profit,  nonprofit, 
public,  limited  distribution  and  coopera¬ 
tive  mortgagors.  Projects  must  be  lo¬ 
cated  in  a  community  which  the  Secre¬ 
tary  of  Housing  and  Urban  Development 
has  approved  and  certified  to  the  FHA 
as  having  a  workable  program  designed 
to  eliminate  slums  and  prevent  the 
spread  of  urban  blight.  Projects  meeting 
special  criteria  may  be  insured  at  a  below 
market  Interest  rate.  Eligibility  for  oc¬ 
cupancy  of  a  project  financed  with  a 
below  market  interest  rate  mortgage  is 
limited  to  families  and  elderly  or  handi¬ 
capped  individuals  having  an  income 
below  the  income  ceiling  established  by 
the  Commissioner  for  the  area  in  which 
the  project  is  located. 

(b)  The  maximum  mortgage  on  a  low 
cost  home  is  limited  to  the  lesser  of  the 
value  of  the  property  or  a  dollar  amount 
which  depends  on  whether  a  one-,  two-, 
three-  or  four-family  residence  is  in¬ 
volved.  Where  rehabilitation  is  involved, 
an  additional  adjustment  in  the  maxi¬ 
mum  mortgage  is  made  on  the  basis  of 
the  estimated  cost  of  rehabilitation  and 
the  estimated  value  of  the  property  prior 
to  rehabilitation.  The  maximum  mort¬ 
gage  on  a  multifamily  project  is  limited 
to  the  lesser  of : 

(1)  A  dollar  amount. 

(2)  An  amount  computed  under  a 
statutory  formula  based  on  a  ratio  the 
loan  bears  to  the  replacement  cost  of 
the  property  with  an  additional  adjust¬ 
ment  made  where  the  project  involves 
rehabilitation.  In  such  instances,  the 
mortgage  is  limited  to  the  estimated  cost 
of  rehabilitation  plus  the  estimated  value 
of  the  property  prior  to  rehabilitation. 
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(3)  An  amount  based  on  the  number 
of  bedrooms  in  each  dwelling  unit. 

(c)  This  program  is  authorized  under 
title  n,  section  221  of  the  National  Hous¬ 
ing  Act  and  governed  by  regulations  con¬ 
tained  in  Part  221  of  this  (diapter. 

Publicly  Constructed  Housing 
Insurance 

§  200.34  Miscellaneous  type  mortgages. 

The  FHA  Insures  mortgages  financing 
purchases  of  certain  types  of  permanent 
housing  sold  by  Federal  and  State  Gov¬ 
ernments,  including  the  first  resale. 
This  program  is  authorized  under  Title 
n,  section  223  of  the  National  Housing 
Act  and  governed  by  regulations  set  out 
in  connection  with  each  of  the  applicable 
insurance  programs. 

Experimental  Housing  Insurance 
§  200.35  Experimental  housing. 

(a)  The  FHA  insures  mortgages  on 
home  and  multifamily  properties  that 
Incorporate  sew  or  untried  construction 
concepts  aimed  at  reducing  housing  costs, 
raising  living  standards,  quality,  liva¬ 
bility  or  durability,  or  Improving  neigh¬ 
borhood  design.  Tlie  program  contem¬ 
plates  the  utilization  and  testing  of 
advanced  technology  in  housing  design, 
materials,  or  products  so  as  to  contribute 
to  the  foregoing  objectives.  Mortgages  or 
improvement  loans  that  meet  the  eligi¬ 
bility  requirements  for  insurance  under 
any  of  the  various  FHA  title  II  home  or 
project  mortgage  programs  may  be  eligi¬ 
ble  for  insurance  under  the  experimental 
housing  section  of  the  Act,  provided  the 
proposed  construction  meets  applicable 
eligibility  and  property  standards  for  the 
section  of  the  Act  under  which  it  is  to  be 
processed.  The  maximum  mortgage  can¬ 
not  exceed  an  amount  computed  under  a 
statutory  formula  based  on  a  ratio  the 
loan  bears  to  the  estimated  cost  of  re¬ 
placing  the  property  using  comparable 
conventional  design,  materials  and  con¬ 
struction. 

(b)  This  program  is  authorized  under 
section  233  of  the  National  Housing  Act 
and  governed  by  the  regulations  con¬ 
tained  in  Part  233  of  this  chapter. 

Property  Improvement  Loan  Insurance 
§  200.38  Title  I  improvement  loans. 

(a)  The  FHA  Insures  financial  insti¬ 
tutions  against  loss  on  short  term  loans 
(5  to  7  years)  made  to  finance  altera¬ 
tions,  repairs  and  Improvements  to  exist¬ 
ing  structures  and  the  building  of  small 
new  structures  for  nonresldential  use.  To 
be  eligible,  the  existing  structures  must 
have  been  completed  at  least  90  days 
prior  to  the  loan  application. 

(b)  This  program  is  authorized  under 
title  I,  section  2  of  the  National  Housing 
Act  and  governed  by  regulations  con¬ 
tained  in  Part  201  of  this  chapter. 

§  200.39  Other  improvement  loans. 

(a)  The  FHA  Insures  financial  tnstS- 
tutlons  against  loss  on  long-term  (20- 
year)  loans  made  to  finance  the  repa^ 
restoration,  rehabilitation,  converslaa. 
alteration,  enlargement  or  remodeling  o< 
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individual  homes  or  multifamily  struc- 
tiires.  To  be  eligible,  the  structures  miist 
be  not  less  than  10  years  old,  except  where 
the  loan  Is  to  be  used  lor  major  struc¬ 
tural  improvements  or  to  correct  defects 
not  known  at  the  time  of  completion  of 
the  structure  or  where  the  structure  has 
been  damaged  by  fire,  fiood,  windstorm, 
or  other  casualty.  The  loans  may  also  be 
used  by  a  borrower  to  pay  mxmlclpsJ  as¬ 
sessments  for  public  improvements  ad¬ 
jacent  to  or  in  the  vicinity  of  the  bor¬ 
rower’s  property.  The  loan  amount  Is 
basically  limited  to  the  estimated  cost  of 
the  Improvements  or  a  dollar  maximum 
amount  per  family  imlt.  There  is  an  ad¬ 
ditional  limitation  on  the  loan  amount 
based  on  the  lesser  of  the  following: 

(1)  The  amount  of  the  improvement 
loan  added  to  the  outstanding  indebted¬ 
ness. 

(2)  The  maximum  insurable  loan  for 
refinancing  the  existing  indebtedness 
and  financing  the  cost  of  Improvements. 

(b)  This  program  is  authorized  imder 
title  n.  sections  203 (k)  and  220(h)  of 
the  National  Housing  Act  and  governed 
by  regulations  contained  in  Parts  203 
and  220  of  this  chapter. 

Subpart  C — Organization  and 
Management 

§  200.40  Commissioner. 

The  Federal  Housing  Adminlstraticm 
is  headed  by  a  Commissioner  who  is  an 
Assistant  Secretary  in  the  Department 
of  Housing  and  Urban  Development  and 
who  has  been  designated  by  the  Secre¬ 
tary  to  serve  as  Assistant  Secretary  for 
Housing  Production  and  Mortgage  Credit. 
Each  Assistant  Secretary  of  the  Depart¬ 
ment  is  appointed  by  the  President  by 
and  with  the  advice  and  consent  of  the 
Senate. 

§  200.41  Admini.xtrative  stafT. 

The  principal  administrative  staff  of 
the  FHA  Includes  the  Deputy  Assistant 
Secretary,  the  Executive  Assistant  Com¬ 
missioner,  and  Assistant  Commissioners, 
whose  respective  duties  and  areas  of 
authority  are  Indicated  by  their  titles. 

§  200.42  Prinripal  divisions. 

Various  Divisions  have  been  estab¬ 
lished  in  the  Headquarters  office  at 
Washington,  D.C.  which  are  altered  as 
programs,  authority  and  duties  are 
changed  from  time  to  time. 

§  200.43  Regional  Operations  Commis¬ 
sioners. 

The  territory  served  by  the  Federal 
Housing  Administration  is  divided  into 
geographical  regions  comprised  of  a 
group  of  field  insuring  offices.  Each  re¬ 
gion  is  headed  by  a  Regional  Operations 
Commissioner  who  is  responsible  to  the 
Assistant  Commissioner  for  Field  Oper¬ 
ations  for  the  supervision,  direction  and 
coordination  of  all  fimctlons  and  respon¬ 
sibilities  of  the  several  officers  within  the 
jurisdiction  established  for  the  particular 
region. 

§  200.44  Field  Office  Directors. 

Each  of  the  insuring  offices  is  man¬ 
aged  and  supervised  by  a  Director  who 


is  the  operating  head  thereof  and  the 
representative  of  the  FHA  in  the  terri- 
toiy  served  by  the  insuring  office.  The 
Director  is  also  responsible  for  the  ad¬ 
ministration  of  those  of  the  various 
service  offices  or  valuation  stations  estab¬ 
lished  in  his  teiTltory. 

Subpart  D — Delegations  of  Basic 
Authority  and  Functions 

Delegations  to  Particular  Positions 
§  200.50  Authority  for  delegations. 

(a)  Section  5(a)  of  the  Department 
of  Housing  and  Urban  Development  Act 
(79  Stat.  667)  transfared  to  and  vested 
in  the  Secretary  all  of  the  fimcticms, 
powers,  and  duties  of  the  Federal  Hous¬ 
ing  Commissioner  and  the  Federal 
Housing  Administration  which  existed 
prior  to  November  9,  1965. 

(b)  Section  1  of  tiUe  I  of  the  National 
Housing  Act,  the  authority  under  which 
the  Commissioner  and  the  Federal  Hous¬ 
ing  Administration  operated  prior  to 
November  9,  1965,  provides  in  part  as 
follows: 

•  •  •  In  order  to  carry  out  the  provlslona 
of  this  title  and  titles  11,  m,  VI,  VII,  vm,  DC, 
and  X,  the  Commissioner  may  establish  such 
agencies,  accept  and  utilize  such  voluntary 
and  uncompensated  servlcea,  utilize  such 
Federal  officers  and  employees,  and,  with  the 
consent  of  the  State,  such  State  and  local 
officers  and  employees,  and  appoint  such 
other  officers  and  employees  as  he  may  find 
necessary,  and  may  prescribe  their  authori¬ 
ties,  duties,  responsibilities,  •  •  •.  The 
Commissioner  may  delegate  any  of  the 
fimcUons  and  powers  conferred  upon  him 
imder  this  title  and  titles  n.  m,  VI,  Vn, 
vm,  IX,  and  X  to  such  officers,  agents  and 
employees  as  he  may  designate  or  ap¬ 
point  •  •  •. 

(c)  Section  7(d)  of  the  Department  of 
Housing  and  Urban  Development  Act  (79 
Stat.  667)  provides  in  part  as  follows: 

The  Secretary  may  delegate  any  of  his 
fimctlons,  powers,  and  duties  to  such  officers 
and  employees  of  the  Department  as  he  may 
designate,  may  authorize  such  successive 
redelegatlons  of  such  functions,  powers,  and 
duties  as  he  may  deem  desirable,  and  may 
make  such  rules  and  regulations  as  may  be 
necessary  to  carry  out  his  functions,  powers, 
and  duties  •  •  •. 

(d)  Interim  Order  n  effective  Janu¬ 
ary  18,  1966  (31  Fit.  815)  provides  in 
pail  as  follows:  The  offices  or  positions 
and  organizational  imits  in  the  Depeut- 
ment  shall  Include,  in  addition  to  those 
otherwise  prescribed: 

Respective  organizational 
Office  or  position  unit 

Federal  Housing  Federal  Housing  Admln- 

Commlssloner.  Istratlon. 

Each  officer  or  employee  appointed  to,  or 
designated  to  act  in,  the  office  or  position 
listed  immediately  above,  and  each  orga¬ 
nizational  unit  so  listed  is  hereby  author¬ 
ized  to  exercise  the  functions,  powers, 
and  duties  vested  in,  or  delegate  or  as¬ 
signed  to,  the  office  or  position  or  officer 
or  employee  or  organizational  unit  hav¬ 
ing  the  same  title  immediately  prior  to 
the  effective  date  of  the  Act,  and  to  re¬ 
delegate  and  authorize  successive  redele¬ 
gatlons  of  such  authority  to  the  extent 


empowered  under  authority  vested,  dele¬ 
gated,  or  assigned  immediately  prior  to 
the  effective  date  of  the  Act.  Authority 
delegated  herein  or  redelegated  here¬ 
under  shall  be  exercised  in  the  name  of 
the  Secretary,  except  that  authority  dele¬ 
gated  to  the  Federal  Housing  Commis¬ 
sioner  or  the  Public  Housing  Commis¬ 
sioner  may  be  exercised  in  the  name  of 
the  Federal  Housing  Commissioner  or  the 
Federal  Housing  Administration,  or  the 
Public  Housing  Commissioner  or  the 
Public  Housing  Administration,  respec¬ 
tively,  and  any  actions  taken  under  this 
delegation  or  a  redelegation  hereunder 
by  or  in  the  name  of  the  Federal  Housing 
Commissioner,  Federal  Housing  Admin¬ 
istration,  the  Public  Housing  Commis¬ 
sioner,  or  the  Public  Housing  Adminis¬ 
tration,  shall  be  deemed  to  be  the  action 
of  the  Secretary. 

(e)  Section  207  of  the  Appalachian 
Regional  Development  Act  of  1965  au¬ 
thorizes  the  Secretary  of  Housing  and 
Urban  Development  to  make  loans  and 
grants,  imder  such  terms  and  conditions 
as  he  may  prescribe,  to  nonprofit,  limit¬ 
ed  dividend,  or  cooperative  organiza¬ 
tions,  or  to  public  bodies,  for  expenses 
of  planning  and  of  obtaining  an  insured 
mortgage  for  a  housing  construction  or 
rehabilitation  project,  under  section  221 
or  236  of  the  National  Housing  Act,  in 
any  area  of  the  Appalachian  region  de¬ 
termined  by  the  Appalachian  Regional 
Commission  to  have  significant  poten¬ 
tial  for  future  growth.  The  Assistant  Sec¬ 
retary — ^Federal  Housing  Commissioner, 
is,  by  delegation  of  authority  from  the 
Secretary,  authorized  to  execute  the 
powers  and  functions  vested  in  the  Sec¬ 
retary  by  section  207  of  the  Appalachian 
Regional  Development  Act  of  1965,  as 
amended,  and  is  further  authorized  to 
redelegate  to  one  or  more  employees  un¬ 
der  his  jurisdiction  any  of  the  authority 
delegate  by  the  Secretary  and  to  au¬ 
thorize  successive  delegation  thereof. 

§  200.51  Acting  Commissioner. 

The  Deputy  Assistant  Secretary,  the 
Executive  Assistant  Commissioner,  the 
Assistant  Commissioner  for  Field  Opera¬ 
tions,  the  Assistant  Commissioner  for 
Programs,  the  Assistant  Commissioner 
for  Administration,  and  the  Assistant 
Commissioner-Comptroller,  In  the  order 
named,  are  designated  by  the  Assistant 
Secretary-Commissioner  to  act  in  his 
place  and  stead  In  the  event  of  his  ab¬ 
sence  or  inability  to  act,  having  the  title 
of  ‘‘Actthg  Commissioner”  with  all  the 
powers,  duties,  and  rights  delegated  to 
the  Assistant  Secretary-Commissioner  by 
the  Secretary  of  Housing  and  Urban 
Development. 

§  200.52  Deputy  Assistant  Secretary. 

To  the  position  of  Deputy  Assistant 
Secretary  there  is  delegated  the  basic  au¬ 
thority  and  functions  and  to  act  with 
and  for  the  Assistant  Secretary-Commis¬ 
sioner  In  the  general  administration  of 
the  Federal  Housing  Administration,  in 
the  determination  of  basic  policy  and  in 
the  general  supervision,  direction  and 
coordination  of  all  operations,  activities 
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and  functions  of  the  Federal  Housing  Ad¬ 
ministration,  with  full  authority  at  all 
times  to  make  any  decision  which  the  As¬ 
sistant  Secretary-Commissioner  Is  au¬ 
thorized  to  make  and  to  issue  any  order 
which  the  Assistant  Secretary-Commis¬ 
sioner  is  authorized  to  issue. 

§  200.52a  Assistant  Commissioner  for 
Field  Operations  and  Deputy. 

To  the  position  of  Assistant  Commis¬ 
sioner  for  Field  Operations  and  imder 
his  general  supervision  to  the  position  of 
Deputy  Assistant  Commissioner  for  Field 
Operations  there  is  delegated  the  fol¬ 
lowing  basic  authority  and  fimctions: 

(a)  To  act  with  the  Commissioner  in 
the  determination  of  basic  policy  and  to 
be  a  member  of  the  Executive  Board. 

(b)  To  (Urect  all  field  operations  for 
Housing  Production  and  Mortgage  Cred¬ 
it — ^FHA,  including  insurance  of  mort¬ 
gages  and  production  of  low-rent  public 
housing.  Expedites  housing  production 
by  developing  production  quotas  and 
goals  for  all  stages  of  processing,  main¬ 
taining  a  record  of  accomplishments 
related  to  goals,  and  arranging  for  tech¬ 
nical  assistance  to  the  local  offices  as 
needed. 

(c)  To  be  responsible  for  coordination 
and  general  supervision  of  the  Regional 
Operations  Commissioners. 

(d)  [Reserved! 

(e)  To  take  any  action  authorized  to 
be  taken  by  any  office  or  division  within 
his  Jurisdiction. 

<f )  To  approve  or  disapprove  the  non- 
collection  or  reftmd  of  fees,  to  extend  the 
period  within  which  a  mortgagee  or 
lender  is  required  to  take  action  in  order 
to  prevent  the  expiration  of  a  multi- 
fanilly  housing  commitment  or  in  order 
to  reopen  an  expired  multifamily  housing 
commitment,  and  to  approve  or  disap¬ 
prove  the  retroactive  reinstatement  or 
reopening  of  an  expired  multifamily 
housing  conunitment. 

§  200.52b  Director  of  the  Mortgage  In¬ 
surance  Programs  Support  Division 
and  Deputy. 

To  the  position  of  Director  of  the 
Mortgage  Insurance  Programs  Support 
Division  and  tmder  his  general  super¬ 
vision  to  the  position  of  Deputy  Direc¬ 
tor  of  the  Mortgage  Insurance  Programs 
Support  Division  there  is  delegated  the 
following  basic  authority  and  functions: 

(a)  To  expedite  housing  production 
by  developing  production  quotas  and 
goals  for  the  mortgage  insurance  pro¬ 
grams  through  all  stages  of  processing, 
by  maintaining  a  continuing  analysis  of 
accomplishments  related  to  goals,  and 
by  arranging  for  technical  assistance  to 
the  local  offices  as  needed. 

§  200.53  Director  of  the  Publicly  Fi¬ 
nanced  Programs  Support  Division 
and  Deputy. 

To  the  position  of  Director  of  the  Pub¬ 
licly  Financed  Programs  Support  Divi¬ 
sion  and  tmder  his  general  direction  to 
the  Deputy  Director  of  the  Publicly  Fi¬ 
nanced  Programs  Support  Division  there 
is  delegated  the  following  basic  authority 
and  functions; 


(a)  To  expedite  the  production  of 
housing  by  developing  quotas  and  goals 
for  the  publicly-financed  programs.  In¬ 
cluding  low-rent  public  housing,  college 
housing,  and  Alaska  housing,  by  main¬ 
taining  a  continuing  analysis  of  accom¬ 
plishments  related  to  goals,  and  by  ar¬ 
ranging  for  specialized  assistance  to  the 
local  offices  as  needed. 

§  200.54  Director  of  ibe  Administrative 
Support  Division  and  Deputy. 

To  the  position  of  Director  of  the  Ad¬ 
ministrative  Support  Division  and  under 
his  general  supervision  to  the  position  of 
Deputy  Director  of  the  Administrative 
Support  Division  there  is  delegated  the 
following  basic  authority  and  functions: 

(a)  To  provide  administrative  support 
to  all  Housing  Production  and  Mortgage 
Credit-FHA  field  office  activities  includ¬ 
ing  personnel,  budget,  and  other  services. 

§  200.55  Assistant  Commissioner  Prop¬ 
erty  Improvement  and  Deputy. 

To  the  position  of  Assistant  Commis¬ 
sioner  for  Property  Improvement  and 
imder  his  general  supervision  to  the  posi¬ 
tion  of  Deputy  Assistant  Commissioner 
for  Property  Improvement  there  Is  dele¬ 
gated  the  following  basic  authority  and 
functions: 

(a)  To  act  with  the  Commissioner  In 
the  determination  of  basic  policy  and  to 
be  a  member  of  the  Executive  Board. 

(b)  To  direct  the  activities  of  the 
Property  Improvement  Division. 

(c)  To  develop  and  recommend  poli¬ 
cies  and  establish  operating  plans  and 
procedures  for  the  insurance  of  property 
improvement  and  mobile  home  loans 
imder  section  2  of  title  I  of  the  National 
Housing  Act.  and  for  the  liquidation  of 
defaulted  title  I  loans  acquired  in  con¬ 
nection  with  the  settlement  of  claims. 

(d)  To  exercise  the  authority  of  the 
Commissioner  under  the  regulations 
governing  the  Insurance  of  loans  under 
section  2  of  Title  I  of  the  National  Hous¬ 
ing  Act  in  any  Instance  which  is  sub¬ 
ject  to  the  approval  of  the  Commissioner. 

(e)  To  issue  or  cancel  contracts  of  In¬ 
surance  under  Title  I  of  the  National 
Housing  Act  and  transfer  such  contracts 
and  the  rights  and  benefits  accruing 
thereunder  between  lending  institutions. 

(f)  To  reject  or  accept  for  Insurance 
loans  or  advances  of  credit  made  under 
the  provisions  of  section  2  of  Title  I  of 
the  National  Housing  Act  that  require 
the  prior  approval  of  the  Federal  Hous¬ 
ing  Commissioner. 

(g)  To  Institute  precautionary  meas¬ 
ures  with  respect  to  any  dealer  or  con¬ 
tractor  operating  under  the  provisions 
of  section  2  of  Title  I  of  the  National 
Housing  Act. 

(h)  To  direct  and  supervise  surveys  of 
Title  I  lending  Institutions  to  assure 
compliance  with  established  policies  and 
terms  of  Insurance  contracts. 

(1)  To  maintain  liaison  with  the 
Office  of  Investigation,  HUD,  concern¬ 
ing  requests  for  and  reports  of  inves¬ 
tigation  of  alleged  noncompliance  or 
criminal  activity  in  connection  with  sec¬ 
tion  2  of  title  I  of  the  National  Housing 
Act. 


§  200.56  Assistant  Commissioner  Un¬ 
subsidized  Insured  Housing  Pro¬ 
grams  and  Deputy. 

To  the  position  of  Assistant  Commis¬ 
sioner  for  Unsubsidized  Insured  Housing 
Programs  and  under  his  general  super¬ 
vision  to  the  position  of  Deputy  Assistant 
Commissioner  for  Unsubsidized  Insured 
Housing  Programs  there  is  delegated  the 
following  basic  authority  and  functions; 

(a)  To  develop  and  recommend  poli¬ 
cies  and  establish  operating  plans  and 
procedures  for  the  insurance  and  serv¬ 
icing  of  home  mortgages  other  than 
those  insured  under  sections  221(h), 
235,  237,  and  243,  and  for  the  insurance 
and  seiwlcing  of  mortgages  under  sec¬ 
tion  240. 

(b)  To  develop  and  recommend  poli¬ 
cies  and  establish  operating  plans  and 
procedures  for  the  insurance  of  multi- 
family  housing  mortgages  under  sections 
207,  213,  231,  234,  and  221(d)(4),  nurs¬ 
ing  homes,  Intermediate  care  facilities, 
group  practice  facilities,  and  nonprofit 
hospitals. 

(c)  To  approve  or  cancel  the  approval 
of  financial  institutions  as  approved 
mortgagees. 

(d)  To  act  with  the  Commissioner  and 
under  his  direction  in  the  determination 
of  basic  policy  and  be  a  member  of  the 
Executive  Board. 

(e)  To  sign  modification  agree¬ 
ments  prior  to  final  endorsement  for  all 
projects  under  his  Jurisdiction. 

(D  To  develop  and  recommend  poli¬ 
cies  and  establish  operating  plans  and 
procedures  for  the  insurance  and  serv¬ 
icing  of  mortgages  under  the  title  X 
Land  Development  program. 

§  200.56a  Director  Single  Family  and 
I.and  Development  Division  and 
Deputy. 

To  the  position  of  Director  of  the  Sin¬ 
gle  Family  and  Land  Development  Divi¬ 
sion  and  under  his  general  supeiwision 
to  the  Deputy  Director  of  the  Single 
Family  and  Land  Development  Division, 
there  is  delegated  the  following  basic  au¬ 
thority  and  functions: 

(a)  To  develop  and  recommend  poli¬ 
cies  and  establish  operating  plans  and 
procedures  for  the  insurance  and  serv¬ 
icing  of  home  mortgages  other  than 
those  insured  under  sections  221(h),  235, 
237,  and  243,  and  for  the  insurance  and 
servicing  of  mortgages  under  section  240. 

(b)  To  approve  or  cancel  the  approval 
of  flnanclM  Institutions  as  approved 
mortgagees. 

(c)  To  supervise  activities  in  connec¬ 
tion  with  the  Certified  Agency  Program 
and  to  designate,  qualify  and  certify  ap¬ 
proved  mortgagees  as  agents  of  the  Fed¬ 
eral  Housing  Administration  to  process 
mortgage  insurance  applications  and 
issue  commitments  for  insurance. 

(d)  To  review  and  evaluate  home 
mortgage  insurance  default  experience, 
and  to  provide  technical  adidce  and 
guidance  to  approved  mortgagees  and 
field  offices  on  insured  home  mortgage 
servicing  problems. 

(e)  To  review  cases  relating  to  ex¬ 
penditures  to  correct  or  compensate  for 
structural  defects  in  houses  financed 
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with  insured  mortgages  and  to  approve 
or  reject,  without  referral  to  the  Struc¬ 
tural  Defects  Conunittee,  those  requests 
for  financial  assistance  which  he  de¬ 
termines  do  not  Involve  circumstances 
of  an  exceptionally  difiScult  or  question¬ 
able  nature. 

(f)  To  develop  and  recommend  poli¬ 
cies  and  establish  operating  plans  and 
procedures  for  the  insiu-ance  and  serv¬ 
icing  of  mortgages  imder  the  title  X  Land 
Development  program. 

§  200.58  Director  Multifaniily  Division 
and  Deputy 

To  the  position  of  Director  of  the 
Multifamily  Division  and  under  his  gen¬ 
eral  supervision  to  the  position  of  Deputy 
Director  of  the  Multifamily  Division 
there  is  delegated  the  following  basic 
authority  and  functions: 

(a)  To  develop  and  recommend  poli¬ 
cies  and  establish  operating  plans  for 
the  insurance  of  multifamily  housing 
mortgages,  exclusive  of  sections  221(d) 
(3)  below  market  interest  rate  mort¬ 
gages,  221(h),  235(j),  236,  and  243,  for 
insurance  of  nursing  homes  and  inter¬ 
mediate  care  facilities:  insurance  of 
equity  investments  in  multifamily  hous¬ 
ing;  and  insurance  of  mortgages  for  the 
construction  and  equipment  of  facilities 
for  the  group  practice  of  medicine  and 
nonprofit  hospitals. 

(b)  To  provide  technical  advice  and 
guidance  to  consumer  groups  concern¬ 
ing  the  organization  and  financing  of 
cooperative  housing  projects. 

(c)  To  be  responsible  for  the  adminis¬ 
tration  of  FHA’s  responsibility  with  re¬ 
spect  to  the  nonprofit  hospital  mortgage 
insurance  program  and  for  coordination 
with  the  Department  of  Health,  Educa¬ 
tion,  and  Welfare  on  the  program. 

(d)  To  sign  modification  agreements 
prior  to  final  endorsement  for  all  proj¬ 
ects  under  his  jurisdiction. 

§  200.58a  Chief  of  the  Rental  Housing 
Branch. 

To  the  position  of  Chief  of  the  Rental 
authority  to  develop  and  recommend  pol- 
Housing  Branch  there  is  delegated  the 
icies  and  establish  operating  plans  and 
procediu-es  for  the  insurance  of  all  multi¬ 
family  housing  project  mortgages  imder 
sections  207  and  220,  221(d)(4),  title 

vm,  and  the  insurance  of  equity  invest¬ 
ments  in  multifamily  housing  under  title 

vn. 

§  200.58h  Chief  of  the  Cooperative  and 
Condominium  Branch. 

To  the  position  of  Chief  of  the  Co¬ 
operative  and  Condominium  Branch 
there  is  delegated  the  following  basic 
authority  and  functions: 

(a)  To  develop  and  recommend  pol¬ 
icies,  procedures  and  requirements  for 
the  insurance  of  cooperative  housing 
mortgages  and  condominium  mortgages. 

(b)  To  provide  technical  advice  and 
giiidance  to  consumer  groups  concerning 
the  organization  and  financing  of  co¬ 
operative  housing  projects. 
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§  200.58c  Chief  of  the  Nursing  Homes 
and  Related  Facilities  Branch. 

To  the  Chief  of  the  Nursing  Homes 
and  Related  Facilities  Branch,  there  is 
delegated  the  following  basic  authority 
and  functions: 

(a)  To  develop  and  recommend  pol¬ 
icies,  procedures,  requirements,  and 
methods  of  operation  for  the  insurance 
of  mortgages  for  nursing  homes  and  in¬ 
termediate  care  facilities. 

(b)  To  be  responsible  for  administra¬ 
tion  of  the  insurance  programs  for  nurs¬ 
ing  homes  and  intermediate  care 
facilities. 

§  2()0.58d  Qiief  of  the  Group  Practice 
and  Nonprofit  Hospitals  Branch. 

To  the  position  of  Chief  of  the  Group 
Practices  and  Nonprofit  Hospitals 
Branch  there  is  delegated  the  following 
basic  authority  and  functions: 

(a)  To  develop  and  recommend  pol¬ 
icies,  procedures,  requirements,  and 
methods  of  operation  for  the  insurance 
of  mortgages  for  the  construction  and 
equipment  of  facilities  for  the  group 
practice  of  medicine  and  for  nonprofit 
hospitals. 

(b)  To  be  responsible  for  the  adminis¬ 
tration  of  PHA’s  responsibility  with  re- 
st>cct  to  the  nonprofit  hospital  mortgage 
insurance  program  and  for  coordination 
with  the  Department  of  Health,  Educa¬ 
tion,  and  Welfare  on  the  program. 

§  200.59  Assistant  Commissioner  Siih- 
sidized  Housing  Programs  and 
Deputy. 

To  the  position  of  Assistant  Commis¬ 
sioner  for  Subsidized  Housing  Programs 
and  under  his  general  supervision  to  the 
position  of  Deputy  Assistant  Commis¬ 
sioner  for  Subsidized  Housing  Programs 
there  is  delegated  the  following  basic  au¬ 
thority  and  functions: 

(a)  To  act  with  the  Commissioner  and 
under  his  direction  in  the  determination 
of  basic  policy  and  be  a  member  of  the 
Ebcecutive  Board. 

(b)  To  develop  and  recommend  poli¬ 
cies  and  establish  operating  plans  and 
procedures  for  the  administration  of  the 
low-rent  public  housing  program  from 
preapplication  through  the  final  accept¬ 
ance  of  the  completed  construction,  and 
for  the  closing  of  the  construction  con¬ 
tract;  or,  in  the  case  of  a  project 
acquired  or  leased  after  completion,  from 
preapplication  through  acceptance  of  the 
completed  project  and  acquisition  of  title 
or  leasehold  interest. 

(c)  To  develop  and  recommend  poli¬ 
cies  and  establish  operating  plans  and 
procedures  for  the  administration  of  the 
Alsiska  housing  program,  the  college 
housing  program,  and  the  elderly  hous¬ 
ing  program  under  section  202  from  pre¬ 
application  through  construction  com¬ 
pletion,  determination  of  the  final  loan 
and/or  grant  amount,  and  final  closing 
and  execution  of  the  loan  and/or  grant 
documents. 

(d)  To  control  the  utilization  of  funds 
and  contract  authority  available  for  the 
production  of  housing  under  the  low- 
rent  public  housing  program,  the  Col¬ 
lege  Housing  Assistance  Program  and  the 
Assistance  Program  for  Alaska  Housing; 


fmids  available  for  the  direct  loan  pro¬ 
gram  for  housing  for  the  elderly  or 
handicapped;  contract  authority  for  the 
rent  supplement,  homeownership  as¬ 
sistance,  rental  housing  assistance  and 
homeownership  for  middle-income  fami¬ 
lies  programs,  and  special  assistance 
funds  under  the  section  221  below  mar¬ 
ket  interest  rate  program  to  insure  ap¬ 
propriate  distribution  and  fund  account¬ 
ability  and  to  make  available  on  a 
continuing  basis  information  on  project 
and  program  status  on  all  the  abovemen- 
tioned  programs. 

(e)  To  develop  and  recommend  poli¬ 
cies  and  establish  operating  plans  and 
procedures  for  the  insurance  of  multi¬ 
family  housing  mortgages  under  section 
221(d)(3)  at  below  market  interest 
rates,  exclusive  of  prescribing  forms  and 
procedures  for  cooperatives  and  con¬ 
dominiums;  for  insurance  of  mortgages 
under  the  rent  supplement  program  and 
the  rental  housing  assistance  program; 
for  insurance  and  servicing  of  mortgages 
under  sections  235  and  237 ;  for  insurance 
of  mortgages  on  cooperative  and  con¬ 
dominium  housing  under  the  section  243 
homeownership  for  middle-income  fami¬ 
lies  program  and  for  insurance  and  serv¬ 
icing  of  single-family  mortgages  under 
section  243;  for  noninsured  assistance  to 
state  and  local  housing  programs  under 
the  rent  supplement  program  and  the 
rental  housing  assistance  program;  and 
for  technical  and  loan  assistance  to  non¬ 
profit  sponsors  of  low  and  moderate  in¬ 
come  housing. 

(f)  To  act  for  the  Commissioner  in 
approving  applications  for  financial  as¬ 
sistance  under  section  106  of  the  Housing 
and  Urban  Development  Act  of  1968  and 
section  207  of  the  Appalachian  Regional 
Development  Act  of  1965,  as  amended;  in 
approving  the  waiver  of  Interest  on  loans 
made  to  nonprofit  organizations  under 
the  Appalachian  Regional  Development 
Act  of  1965;  and  in  providing  technical 
assistance  to  nonprofit  sponsors  author¬ 
ized  under  the  1969  Amendments  to  the 
Appalachian  Regional  Development  Act; 
and  to  recommend  to  the  Loan  Assist¬ 
ance  Committee  approval  or  disapproval 
of  the  waiver  of  repayment  in  whole  or 
in  part  of  loans  made  under  section  106 
of  the  Housing  and  Urban  Development 
Act  of  1968  and  section  207  of  the  Appa¬ 
lachian  Regional  Development  Act  of 
1965,  as  amended. 

§  200.59a  Director  Pulilirly  Financed 
Housing  Division  and  Deputy. 

To  the  position  of  Director  of  the  Pub¬ 
licly  Financed  Housing  Division  and 
under  his  general  supervision  to  the 
position  of  Deputy  Director  of  the  Pub¬ 
licly  Financed  Housing  Division  there  is 
delegated  the  following  basic  authority 
and  functions: 

(a)  To  be  responsible  for  administra¬ 
tion  of  the  low-rent  public  housing  pro¬ 
gram  from  preapplication  through  the 
final  acceptance  of  the  completed  con¬ 
struction,  and  for  the  closing  of  the  con¬ 
struction  contract:  or,  in  the  case  of  a 
project  acquired  or  leased  after  com¬ 
pletion,  from  preapplication  through  ac¬ 
ceptance  of  the  completed  project  and 
acquisition  of  title  or  leasehold  interest. 
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(b)  To  develop  and  recommend  poli¬ 
cies  and  establish  operating  plans  and 
procedimes  for  the  administration  of  the 
Alaska  housing  program  and  the  college 
housing  program  from  preapplication 
through  construction  completion,  deter¬ 
mination  of  the  final  loan  and/or  grant 
amoimt,  and  final  closing  and  execution 
of  the  loan  and/or  grant  documents. 

(c)  To  control  the  utilization  of  funds 
and  contract  authority  available  for  the 
production  of  housing  under  the  low-rent 
public  housing  program,  the  College 
Housing  Assistance  Program,  and  the 
Assistance  Program  for  Alaska  Housing 
to  insure  appropriate  distribution  and 
fund  accountability,  and  to  make  avail¬ 
able  on  a  continuing  basis  information 
on  project  and  program  status  on  the 
above-mentioned  programs. 

§  200.S9b  Chief  of  the  I.o>v  Rent  Hous¬ 
ing  Branch. 

To  the  position  of  Chief  of  the  Low 
Rent  Housing  Branch,  there  is  dele¬ 
gated  the  following  basic  authority  and 
functions: 

(a)  To  be  responsible  for  administra¬ 
tion  of  the  low-rent  public  housing  pro¬ 
gram  from  preapplication  through  the 
final  acceptance  of  the  completed  con¬ 
struction,  and  for  the  closing  of  the  con¬ 
struction  contract;  or,  in  the  case  of  a 
project  acquired  or  leased  after  com¬ 
pletion,  from  preapplication  through  ac¬ 
ceptance  of  the  completed  project  and 
acquisition  of  title  or  leasehold  interest. 

(b)  To  control  the  contract  authority 
and  funds  available  for  the  production 
of  housing  imder  the  low-rent  public 
housing  program,  and  to  make  available 
on  a  continuing  basis  information  on 
project  and  program  status. 

§  200.59c  Chief  of  the  College  Housing 
Assistance  Branch. 

To  the  position  of  Chief  of  the  College 
Housing  Assistance  Branch  there  is  dele¬ 
gated  the  following  basic  authority  and 
functions: 

(a)  To  develop  and  recommend  poli¬ 
cies  and  establish  operating  plans  and 
procedures  for  the  administration  of  the 
College  Housing  Program  from  preappli¬ 
cation  through  construction  completion, 
determination  of  the  final  loan  and/or 
grant  amount,  and  final  closing  and  ex¬ 
ecution  of  the  loan  and/or  grant 
documents. 

(b)  To  maintain  control  of  the  fimds 
available  for  the  College  Housing  Pro¬ 
gram  to  insure  appropriate  distribution 
and  fund  accountability. 


exclusive  of  prescribing  forms  and  pro¬ 
cedures  for  cooperatives  and  condomin¬ 
iums;  for  insurance  of  mortgages  under 
the  rent  supplement  program,  the  rental 
housing  assistance  program,  and  the 
credit  assistance  program;  for  insurance 
and  servicing  of  mortgages  imder  sections 
235  and  237;  for  Insurance  of  mortgages 
on  cooperative  and  condominium  hous¬ 
ing  under  the  section  243  homeowner- 
ship  for  middle-income  families  pro¬ 
gram,  and  for  insurance  and  servicing 
of  single-family  mortgages  under  sec¬ 
tion  243;  for  nonlnsured  assistance  to 
State  and  local  housing  programs  imder 
the  rent  supplement  program  and  the 
rental  housing  assistance  program;  for 
technical  and  loan  assistance  to  non¬ 
profit  sponsors  of  low  and  moderate  in-^ 
come  housing;  and  for  control  and  utili¬ 
zation  of  contract  authority  under  the 
rent  supplement  program,  the  home- 
ownership  assistance  program,  the  rental 
housing  assistance  program,  the  home- 
ownership  for  middle-income  families 
program,  and  the  allocation  of  special 
assistance  funds  imder  the  section  221 

(d)  (3)  below  market  Interest  rate 
program. 

(b)  To  act  for  the  Commissioner  in 
approving  applications  for  financial  as¬ 
sistance  imder  section  106  of  the  Housing 
and  Urban  Development  Act  of  1968 
and  section  207  of  the  Appalachian  Re¬ 
gional  Development  Act  of  1965,  as 
amended;  in  approving  the  waiver  of 
interest  on  loans  made  to  nonprofit 
organizations  under  the  Appalachian 
Regional  Development  Act  of  1965;  and 
in  providing  technical  assistance  to  non¬ 
profit  sponsors  authorized  under  the 
1969  Amendments  to  the  Appalachian 
Regional  Development  Act;  and  to  rec¬ 
ommend  approval  or  disapproval  of  the 
waiver  of  repayment  in  whole  or  in  part 
of  loans  made  under  section  106  of  the 
Housing  and  Urban  Development  Act  of 
1968  and  section  207  of  the  Appalachian 
Regional  Development  Act  of  1965,  as 
amended. 

(c)  To  approve  or  direct  the  approval 
of  loans  for  housing  for  the  elderly  or 
handicapped  under  section  202  of  the 
Housing  Act  of  1959,  including  full  au¬ 
thority  _to  make  contracts,  sign  and 
execute  documents,  and  take  any  action 
incident  thereto,  and  to  be  responsible 
for  conversion  of  section  202  projects  to 
insured  private  financing  with  Interest 
assistance  under  section  236  of  the  Na¬ 
tional  Housing  Act. 

§  200.61a  [Reserved] 


§  200.61  Director  Subsidized  Mortgage 
Insiirunrc  Division  and  Deputy. 

To  the  position  of  Director  of  the  Sub¬ 
sidized  Mortgage  Insurance  Division  and 
under  his  general  supervision  to  the  posi¬ 
tion  of  Deputy  Director  of  the  Subsidized 
Mortgage  Insurance  Division  there  is 
delegated  the  following  basic  authority 
and  functions: 

(a)  To  develop  and  recommend  ptoli- 
cies  and  establish  operating  plans  and 
procedures  for  the  insurance  of  multi¬ 
family  housing  mortgages  under  section 
221(d)  (3)  at  below  market  Interest  rates. 


§  200.61b  [Reserved] 

§  200.61c  [Reserved] 

§  200.61  d  Chief  of  the  Ilonieownership 
Afssislanee  Branch. 

To  the  position  of  Chief  of  the  Home- 
ownership  Assistance  Branch  there  is 
delegated  authority  to  develop  and  rec¬ 
ommend  policies  and  establish  operating 
plans  and  procedures  for  the  iiisurance 
and  servicing  of  mortgages  under  sec¬ 
tions  235(1)  and  237,  and  for  adminis¬ 
tration  of  the  contract  authority  under 
the  homeownershlp  assistance  program. 


24475 

§  200.61e  [Reserved] 

§  200.61  f  Chief  MulUfamily  Housing 
Assistance  Branch. 

To  the  position  of  Chief  of  the  Multi - 
family  Housing  Assistance  Branch  there 
is  delegated  the  following  basic  authority 
and  functions: 

(a)  To  develop  and  recommend 
policies  and  establish  operating  proce¬ 
dures  for  the  Insurance  of  mortgages 
under  section  221(d)(3).  section  236, 
and  the  rent  supplement  program;  and 
for  noninsured  assistance  to  State  and 
local  housing  programs  under  the  rent 
supplement  program  and  the  rental 
housing  assistance  program. 

(b)  To  be  responsible  for  utilization 
and  control  of  the  contract  authority 
for  the  rent  supplement  program  and  the 
rental  housing  assistance  program:  for 
approval  of  loans  under  the  direct  loan 
program  for  housing  the  elderly  or 
handicapped  under  section  202  of  the 
Housing  Act  of  1959,  and  for  conversion 
of  section  202  projects  to  insured  private 
financing  with  Interest  assistance  under 
section  236  of  the  National  Housing  Act. 

(c)  To  approve  applications  for  finan¬ 
cial  assistance  under  section  106  of  the 
Housing  and  Urban  Development  Act  of 
1968  and  section  207  of  the  Appalachian 
Regional  Development  Act  of  1965,  as 
amended:  to  approve  the  waiver  of  in¬ 
terest  on  loans  made  to  nonprofit  orga¬ 
nizations  under  the  Appalachian  Region¬ 
al  Development  Act  of  1965;  to  provide 
technical  assistance  to  nonprofit  spon¬ 
sors  imder  the  Appalachian  Develop¬ 
ment  program;  and  to  recommend  ap¬ 
proval  or  disapproval  of  the  waiver  of 
repayment  in  whole  or  in  part  of  loans 
made  under  section  106  of  the  Housing 
and  Urban  Development  Act  of  1968  and 
section  207  of  the  Appalachian  Regional 
Development  Act  of  1965,  as  amended. 

§  200.62  Assistant  Commissioner  Tech- 
niral  and  Credit  Standards  and 
Deputy. 

To  the  position  of  Assistant  Commis¬ 
sioner  for  Technical  and  Credit  stand¬ 
ards  and  under  his  general  supervision 
to  the  position  of  Deputy  Assistant  Com¬ 
missioner  for  Technical  and  Credit 
Standards  there  is  delegated  the  follow¬ 
ing  basic  authority  and  functions: 

(a)  To  act  with  the  Commissioner  and 
under  his  direction  in  the  determination 
of  basic  policy  and  be  a  member  of  the 
Executive  Board. 

(b)  To  be  responsible  for  coordination 
and  general  supervision  of  the  Architec¬ 
ture  and  EIngineering  Division  and  the 
Appraisal  and  Mortgage  Risk  Division 
comprising  the  functions  of  establishing 
and  maintaining  standards,  methods, 
procedures,  and  techniques  in  the  areas 
of  architecture  and  engineering,  con¬ 
struction  cost,  land  planning,  mortgage 
credit,  valuation,  the  selection  and  rat¬ 
ing  of  mortgage  risk,  the  provision  of 
technical  advice  and  guidance  in  these 
fields  to  all  organizational  elements  of 
the  Administration;  the  evaluation  of  the 
technical  suitability  of  products  and  ma¬ 
terials  under  section  521  of  the  National 
Housing  Act;  and  the  formulation  of 
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policies,  standards,  and  guidelines  with 
respect  to  the  technical  aspects  of  the 
development  of  low-rent  public  housing. 

(c)  To  be  responsible  for  the  develop¬ 
ment  of  policies,  standards,  and  proce¬ 
dures  for  land  acquisition  functions  and 
for  appraisal  and  real  estate  tax  and  title 
functions  for  land  acquisition  and  dis¬ 
position  programs  of  the  Department  ex¬ 
cept  urban  renewal. 

§  200.63  Director  of  the  Arcliilcctiire 
and  Kngineeriiig  Division  and 
Deputy. 

To  the  position  of  Director  of  the 
Architecture  and  Engineering  Division 
and  unaer  his  general  supervision  to  the 
Deputy  Director  of  the  Architecture  and 
Engineering  Division,  there  is  delegated 
the  following  basic  authority  and 
functions: 

(a)  To  develop  and  maintain  archi¬ 
tectural,  land  planning,  and  engineering 
standards,  techniques,  and  procedures. 

(b)  To  provide  technical  advice  and 
guidance  to  all  organizational  elements 
of  the  administration  in  the  fields  of 
arcbdtecture,  land  planning,  and  engi¬ 
neering. 

(c)  To  be  responsible  for  the  formula¬ 
tion  of  policies,  standards,  and  guide¬ 
lines  relative  to  the  technical  aspects  of 
the  development  of  low-rent  housing  in¬ 
cluding  site  selection,  site  planning  proj¬ 
ect  design,  and  project  planning  and  to 
develop  policy  and  guidelines  for  Re¬ 
gional  Office  use  in  preparing  appropriate 
cost  standards  for  low-rent  public 
housing. 

§  200.64  Director  Appraisal  and  Mort¬ 
gage  Risk  Division  and  Deputy. 

To  the  position  of  Director  of  the  Ap¬ 
praisal  and  Mortgage  RIsJe  Division  and 
under  his  general  supervision  to  the  posi¬ 
tion  of  Deputy  Director  of  the  Appraisal 
and  Mortgage  Risk  Division  there  is  dele¬ 
gated  the  following  basic  authority  and 
functions: 

(a)  To  develop  and  maintain  stand¬ 
ards,  procedures,  and  techniques  for  the 
valuation  of  property,  the  estimation  of 
construction  cost,  determination  of  ac¬ 
ceptability  of  mortgage  credit,  and  for 
the  overall  determination  of  mortgage 
risk  and  the  acceptability  of  mortgage 
risk  for  insurance. 

(b)  TO  provide  technical  advice  and 
gtiidance  to  all  organizational  elements 
of  the  Administration  in  the  fields  of 
valuation,  construction  cost,  mortgage 
credit,  and  risk  determination. 

(c)  To  develop  policies,  standards,  and 
procedures  for  land  acquisition  functions 
and  for  appraisal  and  real  estate  tax  and 
title  functions  for  land  acquisition  and 
disposition  programs  of  the  Department 
except  urban  renewal. 

§  200.65  As$iislant  Coniniissionrr  Pro¬ 
grams  and  Deputy. 

To  the  position  of  Assistant  Commis¬ 
sioner  for  Programs  and  under  his  gen¬ 
eral  supervision  to  the  position  of 
Deputy  Assistant  Commissioner  for 
Pi'ograms  there  is  delegated  the  follow¬ 
ing  basic  authority  and  functions: 

(a)  To  act  with  the  Commissioner  and 
under  his  direction  in  the  determination 


of  basic  policy  and  be  a  member  of  the 
Executive  Board. 

(b)  To  be  responsible  to  the  Commis¬ 
sioner  for  the  coordination  and  general 
supervision  of  the  Program  Division, 
the  Research  and  Statistics  Division,  and 
the  Economic  and  Market  Analysis  Divi¬ 
sion  comprising  the  functions  of  co¬ 
ordination  of  the  development  and 
formulation  for  the  approval  of  the 
Commissioner  of  basic  programs  and 
related  policies  and  program  planning, 
the  appraisal  of  programs  and  program 
objectives,  the  maintenance  of  a  program 
of  housing  market  analyses  to  serve  all 
elements  of  the  Department,  advice  and 
counsel  on  economic  problems,  conduct 
of  actuarial  studies,  the  provision  of  a 
complete  actuarial  service  for  all  insur¬ 
ance  programs,  and  statistics  on  the 
property  improvement  loan  program  and 
housing  produced  or  rehabilitated  under 
the  FHA  mortgage  insurance  programs, 
the  low  rent  public  housing  program,  the 
college  housing  program,  and  the  Alaska 
housing  program. 

(c)  To  establish  and  circulate  appro¬ 
priate  family  income  limits  for  indi¬ 
vidual  counties  and/or  localities  in  the 
United  States  as  required  by  operations 
of  section  221(h),  section  235(i),  section 
235(j),  and  section  236  of  the  National 
Housing  Act.  . 

§  200.65a  fUeservcil] 

§  200.65li  Direrlor  Economic  and  Mar¬ 
ket  .tnalysiti  Division  and  Deputy. 

To  the  position  of  Director  of  the 
Economic  and  Market  Analysis  Division 
and  imder  his  general  supervision  to  the 
position  of  Deputy  Director  of  the  Eco¬ 
nomic  and  Market  Analysis  Division 
there  is  delegated  the  following  basic 
authority  and  functions: 

(a)  To  maintain  a  program  of  housing 
market  analysis  to  serve  all  elements  of 
the  Department,  including  related  eco¬ 
nomic.  income  limit,  and  rent  schedule 
analyses. 

(b)  To  establish  and  circulate  appro¬ 
priate  family  income  limits  for  individ¬ 
ual  counties  and/or  localities  in  the 
United  States  as  required  by  operations 
of  section  221(h),  section  235(1),  section 
235(j),  and  section  236  of  the  National 
Housing  Act. 

§  200.66  Director  of  the  Research  and 
Statistics  Division  and  Deputy. 

To  the  position  of  Director  of  the  Re¬ 
search  and  Statistics  Division  and  under 
his  general  supervision  to  the  position  of 
Deputy  Director  of  the  Research  and 
Statistics  Division  there  is  delegated  the 
following  basic  authority  and  ftmctions: 

(a)  To  provide  advice  and  counsel  on 
economic  problems. 

(b)  [Reserved] 

(c)  To  maintain  a  program  of  housing 
statistics  and  statistics  on  the  property 
improvement  loan  program  and  housing 
produced  or  rehabilitated  under  the  FHA 
mortgage  insurance  programs,  the  low- 
rent  public  housing  program,  the  college 
housing  program,  and  the  Alaska  hous¬ 
ing  program. 


(d)  To  ccmduct  actuarial  studies  and 
provide  ccmiplete  actuarial  service  for  aU 
insurance  programs. 

§  200.67  Director  of  the  Program  Divi¬ 
sion  and  Deputy. 

To  the  position  of  Director  of  the  Pro¬ 
gram  Division  and  imder  his  general 
supervision  to  the  position  of  Deputy  Di¬ 
rector  of  the  Program  Division  there  is 
delegated  the  following  basic  authority 
and  functions: 

(a)  To  develop  and  recommend  basic 
program  plans  and  related  policies. 

(b)  To  maintain  a  continuing  apprais¬ 
al  of  the  effectiveness  of  programs  and 
policies. 

(c)  To  assist  and  advise  with  respect 
to  the  development  and  evaluation  of 
legislative  proposals  affecting  the  in¬ 
surance  programs  of  the  Federal  Housing 
Administration,  the  low-rent  public 
housing  program,  the  college  housing 
program,  and  the  Alaska  housing 
program. 

§  200.68  Assistant  Commissioner  Ad¬ 
ministration  and  Deputy. 

To  the  position  of  Assistant  Commis¬ 
sioner  for  Administration  and  under  his 
general  supervision  to  the  position  of 
Deputy  Assistant  Commissioner  for  Ad¬ 
ministration  there  is  delegated  the  fol¬ 
lowing  basic  authorl^  and  functions: 

(a)  To  be  responsible  for  administra¬ 
tive-management  functions  of  the  Fed¬ 
eral  Housing  Administration;  organiza¬ 
tional  structures  and  related  matters; 
budget  activities;  previous  participation 
review;  administrative  staff  planning 
and  coordination  of  agency  operations 
analysis  activities;  contracting  for  credit 
reports;  management  surveys,  forms  and 
records  management;  coordination  and 
maintenance  of  the  FHA  manual,  direc¬ 
tives,  and  other  issuances  and  instruc¬ 
tional  material;  planning  and  liaison 
with  the  Assistant  Secretary  for  Admin¬ 
istration  on  administrative-management 
matters  in  general,  with  the  HUD  Office 
of  Personnel  on  personnel  policies  and 
procedures  and  on  FHA  personnel  prob¬ 
lems,  and  with  the  HUD  Office  of  General 
Services  on  general  services  required  for 
the  operation  of  the  Federal  Housing  Ad¬ 
ministration;  for  coordination  and  guid¬ 
ance  on  problems  of  compliance  with 
legal  and  regulatory  requirements  by  par¬ 
ticipants  in  HPMC-FHA  programs,  ex¬ 
cept  those  under  section  2  of  title  I  of  the 
National  Housing  Act.  including  direction 
of  liaison  with  the  HUD  Office  of  Investi¬ 
gation  with  reference  to  requests  for  in¬ 
vestigation  and  the  reporting  of  the  dis¬ 
position  of  cases;  and  to  be  in  charge  of 
the  Budget  Division,  the  Management 
and  Operations  Assistance  Division,  the 
Participation  and  Compliance  Review 
Division,  and  the  Operations  Analysis 
Staff. 

(b)  [Reservedl 

(c)  To  make  or  cause  to  be  made  under 
his  direction  budget  estimates,  requests 
for  apportionment,  and  allotments  of 
funds;  and  to  represent  the  Federal 
Housing  Administration  budget  mat¬ 
ters  with  the  Bureau  of  the  Budget 
and  other  government  agencies  and 
organizations. 
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(d)  To  execute  or  cause  to  be  executed 
imder  his  direction  contracts  for  credit 
reports. 

(e)  To  take  any  action  authorized  to 
be  taken  by  any  division  or  office  within 
his  Jurisdiction. 

(f)  To  act  for  the  Commissioner  in 
approving  the  settlement  of  tort  claims 
for  and  against  the  Commissioner  and 
the  execution  of  releases  or  other  in> 
struments  required  in  connection  there¬ 
with. 

(g)  To  act  with  the  Commissioner  and 
imder  his  direction  in  the  determination 
of  basic  policy  and  be  a  member  of  the 
Executive  Board. 

(h)  To  develop,  review,  evaluate,  and 
recommend  organizational  structure,  del¬ 
egations  of  authority,  and  distribution  of 
functions. 

(1)  To  administer  FHA’s  defense  plan¬ 
ning  and  emergency  housing  activities 
and  oversee  the  discharge  of  FHA’s  dele¬ 
gated  responsibilities  in  these  matters  as 
outlined  by  executive  order. 

(j)  [Reserved] 

(k)  To  determine  in  connection  with 
departmental  activities,  except  those  un¬ 
der  section  2  of  Title  I  of  the  National 
Housing  Act,  noncompliance  with  rules, 
regulations,  and  instructions  of  the  Fed¬ 
eral  Housing  Administration;  to  refer 
such  cases  to  the  Inspection  Division. 
HUD,  and  to  maintain  liaison  with  the 
Division  on  the  disposition  made  of  such 
cases. 

(l)  To  approve  for  pasmient  travel  and 
other  expenses  incidental  to  the  transfer 
of  an  employee  to  a  new  duty  station,  as 
provided  in  the  Administrative  Expenses 
Act. 

(m)  To  authorize  the  issuance  of  Con¬ 
solidated  Travel  Authorizations  and  the 
procurement  of  automobiles  from  the 
OSA  Interagency  Motor  Pool,  and  to  ap¬ 
prove  the  use  of  Government  owned  or 
leased  motor  vehicles  between  the  em¬ 
ployee’s  residence  and  place  of  employ¬ 
ment,  in  those  cases  in  which  it  is  deter¬ 
mined  that  such  use  is  necessary  for 
the  proper  performance  of  the  official 
duties  of  the  employee  Involved,  and  the 
interests  of  the  Government  are  best 
served. 

(n)  To  act  for  the  Assistant  Secre¬ 
tary-Commissioner  on  any  administra¬ 
tive  matter  not  otherwise  acted  upon  or 
assigned,  and  exercising  any  redelegable 
authority  of  the  Commissioner  on  budget, 
organization,  personnel  and  other  admin¬ 
istrative  matters  (including  training,  dis¬ 
ciplinary  actions,  hours  of  duty,  over¬ 
time,  and  awards)  except  as  the  Com¬ 
missioner  or  his  Deputy  may  personally 
act  or  otherwise  specifically  assign. 

(o)  To  be  responsible  for  the  review 
and  recommendation  of  approval,  dis¬ 
approval,  or  cancellation  of  approval  of 
financial  institutions  as  approved  mort¬ 
gagees  and  of  firms  or  individuals 
as  authorized  agents  for  approved 
mortgagees. 

§  200.70  Director  of  the  Budget  Divi¬ 
sion  and  Deputy. 

To  the  position  of  Director  of  the 
Budget  Division  and  under  his  general 
supervision  to  the  position  of  Deputy  Dl- 
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rector  of  the  Budget  Division  there  is 
delegated  the  following  basic  authority 
and  functions: 

(a)  To  direct  all  budget  activities  of 
the  Federal  Housing  Administration  and 
to  represent  the  Federal  Housing  Admin¬ 
istration  in  budget  matters  with  the 
Office  of  Management  and  Budget  and 
with  other  government  agencies  and 
organizations. 

(b)  To  be  responsible  for  the  develop¬ 
ment  and  execution  of  the  budget  pro¬ 
gram,  Including  the  preparation  of 
budget  estimates  and  justification  there¬ 
for;  the  preparation  of  requests  for  ap¬ 
portionment  of  funds  and  justification 
therefor;  and  the  allotment  of  funds 
within  the  limits  of  appropriation  acts, 
apportionments  and  other  limitations. 

§  200.71  Director  Participation  and 
Compliance  Review  Division  and 
Deputy;  Previous  Participation  Re¬ 
view  Officer. 

To  the  position  of  Director  of  the  Par¬ 
ticipation  and  Compliance  Review  Divi¬ 
sion  and  imder  his  general  supervision 
to  the  position  of  Deputy  Director  of  the 
Participation  and  Compliance  Review 
Division  and  with  respect  to  paragraph 
(a)  of  this  section  to  the  position  of 
Previous  Participation  Review  Officer 
there  is  delegated  the  following  basic 
authority  and  fimctions: 

(a)  To  act  for  the  Assistant  Secretary- 
Commissioner  in  approving,  with  respect 
to  the  previous  participation  of  the 
principals,  multifamily  housing,  nursing 
homes,  group  practice  medical  facilities, 
nonprofit  hospitals,  and  land  develop¬ 
ment  mortgage  insurance  proposals, 
upon  a  determination  that  there  is  no 
information  concerning  past  FHA  or 
other  HUD  program  experience  involving 
the  previous  participation  of  the  princi¬ 
pals  that  is  not  clearly  consistent  with 
the  acceptability  of  new  proposals  in¬ 
volving  their  participation;  and  in  all 
cases  in  which  such  a  determination  is 
not  made,  to  present  such  cases  and  rele¬ 
vant  information  concerning  them  to  the 
Multifamily  Participation  Review  Com¬ 
mittee  for  determination. 

(b)  To  act  for  the  Assistant  Secretary- 
Commissioner  and  the  Assistant  Com¬ 
missioner  for  Administration  in  provid¬ 
ing  advice  and  guidance  on  compliance 
problems  and  reference  and  referral 
service  on  compliance  records,  with  re¬ 
spect  to  all  HPMC-FHA  programs  except 
those  under  section  2  of  title  I  of  the 
National  Housing  Act,  including  liaison 
with  the  HUD  Office  of  Investigation 
concerning  requests  for  investigation  and 
the  reporting  of  the  disposition  of  cases. 

§  200.72  Director  of  llic  Munagement 
and  Operations  Assistance  Division 
and  Deputy. 

To  the  position  of  Director  of  the  Man¬ 
agement  and  Operations  Assistance  Divi¬ 
sion  and  under  his  general  supervision 
to  the  Deputy  Director  of  the  Manage¬ 
ment  and  Operations  Assistance  Divi¬ 
sion  there  is  delegated  the  following  basic 
authority  and  functions: 

(a)  To  direct  comprehensive  manage¬ 
ment  engineering  surveys  of  Washington 
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and  field  operations  and  activities  fer 
the  purpose  of  improving  the  efficiency, 
economy  and  effectiveness  of  operations 
and  to  develop  specific  recommendations 
for  the  accomplishment  of  these  pur¬ 
poses. 

(b)  To  assist  in  the  development  of 
the  detailed  plans  and  procedures  for 
carrying  out  approved  recommendations. 

(c)  To  assist  in,  and  to  coordinate, 
the  installation  of  approved  recom¬ 
mendations. 

(d)  To  evaluate  the  results  of  ap¬ 
proved  recommendations. 

(e)  To  direct  a  comprehensive  forms 
and  records  management  program. 

(f)  To  coordinate  and  maintain  the 
FHA  Manual,  directives  and  other  issu¬ 
ances  and  Instructional  material. 

(g)  To  act  for  the  Assistant  Secretary- 
Commissioner  in  the  following  instances : 

( 1 )  In  approving  the  settlement  of  tort 
claims  for  and  against  the  Assistant 
Secretary-Commissioner. 

(2)  In  approving  the  settlement  of 
claims  not  exceeding  $6,500  made  by  em¬ 
ployees  for  damage  or  loss  of  personal 
property  occurring  Incident  to  perform¬ 
ing  Government  service. 

(3)  In  executing  releases  or  other  in¬ 
struments  required  in  connection  with 
the  settlement  of  claims  under  subpara¬ 
graphs  (1)  and  (2)  of  this  paragraph. 

(h)  [Reserved! 

(1)  To  execute  contracts  for  credit 
reports. 

( j )  To  approve  for  payment  travrf  and 
other  expenses  incidental  to  the  transfer 
of  an  employee  to  a  new  duty  station,  as 
provided  In  the  Administrative  Expenses 
Act. 

(k)  To  authorize  the  issuance  of  Con¬ 
solidated  Travel  Authorizations  and  the 
procurement  of  automobiles  from  the 
GSA  Interagency  Motor  Pool,  and  to  ap¬ 
prove  the  use  of  Government  owned  or 
leased  motor  vehicles  between  the  em¬ 
ployee’s  residence  and  place  of  employ¬ 
ment,  in  those  cases  in  which  it  is  deter¬ 
mined  that  such  use  is  necessary  for  the 
proper  performance  of  the  official  duties 
of  the  employee  Involved,  and  the  inter¬ 
ests  of  the  Government  are  best  served. 

(l)  To  maintain  a  typing  and  steno¬ 
graphic  service  pool  and  a  clerical  serv¬ 
ices  pool  in  support,  respectively,  of  the 
administrative  and  nonadministrative 
elements  of  the  FHA  central  office 
organization. 

(m)  To  be  responsible  for  the  review 
and  recommendation  of  approval,  dis¬ 
approval,  or  cancellation  of  approval  of 
financial  institutions  as  approved  mort¬ 
gagees  and  of  firms  or  individuals  as  au¬ 
thorized  agents  for  approved  mortgagees. 

§  200.7.3  Assistant  ('oniniissioncr  for 
Relialn'litation  and  Deputy. 

To  the  position  of  Assistant  Commis¬ 
sioner  for  Rehabilitation  and  under  his 
general  supervision  to  the  position  of 
Deputy  Assistant  Commissioner  for  Re¬ 
habilitation,  there  is  delegated  the  fol¬ 
lowing  basic  authority  and  functions: 

(a)  To  develop  and  recommend  poli¬ 
cies  and  establish  operating  plans  and 
procedures  for  housing  rehabilitation 
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under  all  FHA  mortgage  insurance  pro¬ 
grams  including  the  insurance  of  mort¬ 
gages  imder  the  sections  221(h)  and 
235(J)  programs,  and  for  the  rehabilita¬ 
tion  of  housing  to  be  acquired  under  the 
low-rent  public  housing  program,  and 
to  provide  technical  advice  and  assist¬ 
ance  to  the  field  offices  on  housing 
rehabilitation  and  training  or  rehabili¬ 
tation  techniques. 

(b)  To  act  with  the  Commissioner  and 
under  his  direction  in  the  determina¬ 
tion  of  basic  policy  and  be  a  member  of 
the  Executive  Board. 

§  200.77  Assistant  Commissioner-Comp¬ 
troller  and  Deputy. 

To  the  position  of  Assistant  Commis¬ 
sioner-Comptroller,  and  under  his  gen¬ 
eral  supervision  to  the  position  of 
Deputy  Assistant  Commissioner-Comp¬ 
troller,  there  is  delegated  the  following 
basic  authority  and  fimctlons: 

(a)  To  be  responsible  for  coordination 
and  general  supervision  of  the  Accoimt- 
ing  Division,  the  Insurance  Division,  the 
Fiscal  Division,  the  Procedmes  Division, 
and  the  Financial  Reports  Division. 

(b)  To  act  with  the  Commissioner  and 
under  his  direction  in  the  determination 
of  basic  policy  and  be  a  member  of  the 
Executive  Board. 

(c)  To  devise  and  establish  Insurance 
fiscal  servicing,  accounting  and  fiscal 
procedures  and  to  administer  the  fiscal 
policies  and  activities  of  FHA;  and  to 
provide  or  cause  to  be  provided  under 
his  direction  technical  advice  and  guid¬ 
ance  to  all  organizational  elements  of 
the  FHA  in  the  fields  of  accounting,  in¬ 
surance  fiscal  servicing  and  fiscal 
matters. 

(d)  To  be  responsible  for  the  estab¬ 
lishment  and  maintenance  of  appropri¬ 
ate  accounting,  fiscal  and  mortgage  in¬ 
surance  controls  and  for  the  safeguard¬ 
ing  of  cash,  notes,  mortgages,  negotiable 
instruments,  checks,  seciuities,  deben¬ 
tures,  contracts  and  properties. 

(e)  To  develop  and  recommend  poli¬ 
cies.  rules  and  procedures  governing  the 
settlement  of  Title  I  claims. 

(f)  To  exercise  the  authority  of  the 
Commissioner  in  any  instance  which  is 
subject  to  the  approval  of  the  Commis¬ 
sioner  in  connection  with  the  settlement 
of  claims  under  section  2  of  Title  I  of 
the  National  Housing  Act. 

(g)  To  direct  and  supervise,  or  cause 
to  be  directed  and  supervised,  periodic 
portfolio  examinations  of  institutions  in¬ 
sured  under  the  provisions  of  section  2 
of  title  I  of  the  National  Housing  Act. 

(h)  (1)  To  submit  to  tne  Treasury  De¬ 
partment  authorizations  for: 

(1)  Investment  of  moneys  held  in  the 
various  insurance  funds,  not  needed  for 
the  current  operations  of  the  FHA,  in 
bonds  or  other  obligations  of  the  United 
States,  or  in  bonds  or  other  (^ligations 
guaranteed  as  to  principal  and  interest 
by  the  United  States,  and 

(ii)  The  redemption  or  sale  of  invest¬ 
ments  in  bonds  or  other  obligations  of 
the  United  States,  or  in  bonds  or  other 
obligations  guaranteed  as  to  principal 
and  interest  by  the  United  Stat^  repre¬ 
senting  undisbursed  mortgage  proceeds 
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relating  to  multifamily  mortgages  as¬ 
signed  to  the  Secretary:  and 

(2)  To  recommend,  or  cause  to  be 
recommended  imder  hJs  direction,  liqui¬ 
dation  of  investments  and  redemption  of 
debentures;  to  execute,  or  cause  to  be 
executed  under  his  direction,  assign¬ 
ments  in  connection  with  the  redemp¬ 
tion  of  debentures  held  for  the  accoimt 
of  the  FHA  insurance  funds  or  received 
in  exchange  for  acquired  security;  and  to 
maintain,  or  cause  to  be  maintained 
under  his  direction,  liaison  with  the 
Treasury  DeF>artment  in  the  execution 
cf  fiscal  proposals. 

(3)  To  determine  or  cause  to  be  de¬ 
termined  under  his  direction  the  cash 
requirements  of  the  various  Insurance 
fimds  for  payment  of  insurance  claims 
and  to  recommend  borrowings  from  and 
repayments  to  the  Treasury  Department 
for  this  purpose. 

(i)  To  certify  financial  statements, 
and  to  execute  and  submit  or  to  cause 
to  be  executed  and  submitted  under  his 
direction  to  the  Treasury  Department 
and/or  to  the  Office  of  Management  and 
Budget  intergovernmental  financial  re¬ 
ports  required  by  applicable  statutes  or 
regulations  of  the  Treasury  Department 
or  Office  of  Management  and  Budget. 

(J)  To  designate  certifying  officers 
and  to  revoke  such  designation,  to  exe¬ 
cute  and  submit  to  the  Treasury  Depart¬ 
ment  necessary  statements  and  schedules 
with  respect  thereto,  and  perform  all 
fimctlons  pertaining  to  the  bonding  of 
FHA  employees,  pursuant  to  applicable 
statutes,  regulations,  and  the  standards 
and  procedures  of  the  Secretary  of  the 
Treasury  thereunder. 

(k)  To  submit  or  cause  to  be  submitted 
under  his  direction  to  the  Treasury  De¬ 
partment  (1)  authorizations  for  (1)  pur¬ 
chase  of  UB.  .Government  securities, 
pursuant  to  agreements  between  mort¬ 
gagors  or  other  depositors  and  FHA  and 
(11)  sale  and  disposition  of  UB.  Govern¬ 
ment  securities  purchased  for  mortga¬ 
gors  or  other  depositors,  received  as  a 
result  of  assignment  of  insured  mort¬ 
gages  or  as  a  result  of  other  agreements; 
(2)  for  safekeeping.  UB.  Government 
securities  deposited  \p  accordance  with 
mortgagor  corporate  charters ,  regula¬ 
tory  or  special  agreements;  and  (3)  re¬ 
quests  for  withdrawal  of  U.S.  Govern¬ 
ment  securities. 

(l)  [Reserved] 

(m)  To  develop  and  maintain  or  cause 
to  be  developed  and  maintained  under 
his  direction  a  program  for  the  fiscal 
servicing  of  all  Secretary-held  home  and 
project  mortgages;  to  execute  or  cause 
to  be  executed  under  his  direction  all 
vouchers  for  expenditures  from  mortga¬ 
gor’s  escrow  accounts,  for  payment  of 
taxes  on  home  and  project  properties 
where  title  is  vested  in  the  Secretary  and. 
with  respect  to  home  properties  acquired 
by  the  Secretary,  vouchers  for  payment 
of  excess  proceeds  to  effect  final  settle¬ 
ment  on  certificates  of  claim;  and  to  exe¬ 
cute  and  receipt  Or  cause  to  be  executed 
and  receipted  imder  his  direction  appli¬ 
cations  and  receipts  for  any  payments 
received  representing  refunds  of  taxes  or 
other  payments  made  by  the  Secretary 


in  connection  with  property  acquired  by 
the  Secretary  under  the  provisions  of  the 
National  Housing  Act. 

(n)  To  keep  or  cause  to  be  kept  under 
his  direction  a  seal  of  the  Department  of 
Housing  and  Urban  Development;  to  cer¬ 
tify  as  to  delegations  of  authority  by  the 
Assistant  Secretary-Commissioner,  and 
as  to  the  truth  or  accuracy  of  copies  of 
original  papers  or  documents  in  the  pos¬ 
session  of  the  FTIA;  to  prepare  and  exe¬ 
cute  notarized  affidavits  for  the  use  of 
U.S.  Attorneys  in  presenting  the  fiscal 
status  of  Secretary-held  mortgages  at 
foreclosure  trials;  and  to  maintain  the 
Archives  files  of  FHA. 

(o)  To  recommend  the  terms  and  con¬ 
ditions  under  which  FHA  offers  to  sell 
purchase  money  mortgages  and  assigned 
mortgage  notes  to  approved  mortgagees; 
upon  approval  of  the  recommendation 
make  offers  for  the  sale  of  such  mort¬ 
gages  and  assigned  notes;  and  execute 
in  the  name  of  the  Secretary  acceptance 
of  such  offers. 

(p)  To  endorse,  or  cause  to  be  en¬ 
dorsed  under  his  direction,  mortgage 
notes  for  insurance;  to  take,  or  cause 
to  be  taken  under  Ws  direction,  any 
action  necessary  to  consummate  the  sale 
of  Secretary-held  mortgages  to  purchas¬ 
ers  of  such  mortgages;  and  to  execute, 
or  cause  to  be  executed,  satisfactions  of 
Secretary-held  mortgages  when  the 
mortgage  indebtedness  has  been  paid 
in  full. 

(q)  To  endorse,  or  cause  to  be  en¬ 
dorsed  under  his  direction,  checks  and 
other  negotiable  instruments  for  deposit 
or  collection;  to  endorse,  or  cause  to 
be  endorsed  under  his  direction,  loss 
drafts  relating  to  insurance  coverage  on 
Secretary-held  home  and  project  mort¬ 
gages:  to  endorse,  or  cause  to  be  en¬ 
dorsed  under  his  direction,  checks  and 
other  negotiable  instruments  in  order 
to  perfect  negotiability  for  other  parties 
at  Interest  where  the  Secretary  is  not 
entitled  to  the  proceeds  of  such  instru¬ 
ments,  relating  to  appUcatlons  for  insur¬ 
ance  benefits;  and  to  execute  assign¬ 
ments  and  other  instruments  pertaining 
to  the  sale  or  other  disposition  of  stock 
or  other  securities  received  as  a  result 
of  agreements  between  mortgagors  or 
other  depositors  and  FHA. 

(r)  To  approve  or  cause  to  be  ap¬ 
proved  imder  his  direction  all  expendi¬ 
tures  and  to  receipt  or  cause  to  be  re¬ 
ceipted  under  his  direction  all  vouchers 
necessary  to  carry  out  the  provisions  of 
the  National  Housing  Act. 

(s)  To  certify  or  cause  to  be  certified 
under  his  direction  that  all  required 
dociunents.  Information  and  approvals 
respecting  each  transaction  are  present; 
verify  or  cause  to  be  verified  under  his 
direction  the  accuracy  of  the  computa¬ 
tions,  the  consistency  of  the  Information 
included  in  the  various  documents  and 
determined  or  cause  to  be  determined 
imder  his  direction  that  the  transactions 
are  in  strict  accordance  with  all  ap¬ 
plicable  regulations,  decisions  and  laws. 

(t)  To  approve  or  disapprove,  or  cause 
to  be  approved  or  disapproved  under  his 
direction,  amounts  claimed  by  mortga¬ 
gees  in  their  applications  for  insurance 
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benefits,  including  amounts  for  operat¬ 
ing,  protecting  and  preserving  proper¬ 
ties  prior  to  conveyance  to  the  Secretary; 
to  execute,  or  cause  to  be  executed  under 
his  direction.  Certificates  of  Claim;  to 
certify,  or  caused  to  be  certified  under  his 
direction,  the  requisitions  to  the  Treasury 
Department  for  the  issuance  of  deben¬ 
tures;  to  certify,  or  causeji'to  be  certified 
imder  his  direction,  vouchers  for  cash 
settlement  of  applications  for  insurance 
benefits;  and  to  approve  or  disapprove, 
or  cause  to  be  approved  or  disapproved 
under  his  direction,  the  purchase  of  de¬ 
bentures  submitted  by  mortgagees  in 
connection  with  the  payment  of  mort¬ 
gage  insurance  premiums  and  adjusted 
premium  charges. 

(u)  To  extend  or  cause  to  be  extended 
under  his  direction  the  period  of  time 
for  submission  of  fiscal  data  or  title  evi¬ 
dence  supporting  a  mortgagee’s  applica¬ 
tion  for  debentures. 

(V)  To  maintain  or  cause  to  be  main¬ 
tained  imder  his  direction  liaison  with 
the  General  Accounting  Office,  Treasury 
Department  and  other  agencies  of  the 
Government  on  accounting,  insurance 
fiscal  servicing  and  fiscal  matters  and  to 
collaborate  with  such  departments  and 
agencies  in  the  formation  of  accounting 
and  fiscal  progn'ams. 

(w)  To  issue,  or  cause  to  be  issued, 
duplicate  or  corrective  Mortgage  Insur¬ 
ance  Certificates;  to  cancel,  or  cause  to 
be  canceled  under  his  direction,  insur¬ 
ance  endorsement  or  the  Mortgage  In¬ 
surance  Certificate  on  insured  mortgages 
where  a  joint  request  for  termination  is 
made  by  the  mortgagor  and  mortgagee, 
or  when  the  insurance  endorsement  or 
the  Mortgage  Insurance  Certificate  is 
otherwise  to  be  canceled;  and  to  exer¬ 
cise  the  authority  of  the  Commissioner 
in  any  instance  which  is  subject  to  the 
approval  of  the  Commissioner  in  con¬ 
nection  with  the  prepayment  or  volun¬ 
tary  termination  of  insured  mortgages. 

(X)  To  take  any  action  authorized  to 
be  taken  by  any  branch  or  office  within 
his  jurisdiction. 

(y)  To  exercise,  or  cause  to  be  exer¬ 
cised,  the  authority  of  the  Commissioner 
to  endorse  any  preferred  stock  certificate 
held  by  him  in  any  corporation  for  the 
purpose  of  retirement  and  cancellation, 

(z)  To  approve  the  sale  and  terms  of 
sale  of  mortgages  taken  as  security  in 
connection  with  the  sale  of  property  ac¬ 
quired  in  connection  with  Federal  Hous¬ 
ing  Administration  insurance  claims. 

(aa)  With  respect  to  the  Appalachian 
Housing  Fund,  pursuant  to  the  Appa¬ 
lachian  Regional  Development  Act  of 
1965; 

(l)  To  reserve  or,  as  appropriate,  re¬ 
cord,  or  cause  to  be  reserved  or  recorded, 
all  approved  reservations  of  funds  and 
to  record  and  control,  or  cause  to  be  re¬ 
corded  and  controlled,  all  obligations 
of  funds  for  loans  under  this  fund. 

(2)  To  disburse,  or  cause  to  be  dis¬ 
bursed,  moneys  in  the  fund  for  making 
loans  to  sponsors  for  development  of  ap¬ 
plications  for  commitments  for  project 
mortgages  for  projects  under  section  207 
of  the  Appalachian  Regional  Develop¬ 
ment  Act  of  1965  approved  pursuant  to 
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section  223  of  such  Act  and  for  general 
expenses  of  administration  of  section 
207  of  such  Act;  and 

(3)  To  collect,  or  cause  to  be  col¬ 
lected,  the  loan  repayments  and  interest 
thereon. 

(bb)  With  respect  to  section  1013  of 
the  Demonstration  Cities  and  Metro¬ 
politan  Development  Act  of  1966:  To 
pCi-form,  or  cause  to  be  p>erformed,  all 
fiscal  duties  and  functions  necessary  to 
comply  with  the  requirements  of  the 
agreement  entered  into  between  the  De¬ 
partment  of  Defense  and  the  Depart¬ 
ment  of  Housing  and  Urban  Develop¬ 
ment. 

(cc)  With  respect  to  the  Low  and 
Moderate  Income  Sponsor  Fund,  pur¬ 
suant  to  section  106  of  the  Housing  and 
Urban  Development  Act  of  1968: 

(1)  To  reserve  or,  as  appropriate,  re¬ 
cord,  or  cause  to  be  reserved  or  recorded, 
all  approved  reservations  of  funds  and  to 
record  and  control,  or  cause  to  be  re¬ 
corded  and  controlled,  all  obligations  of 
funds  for  loans  made  under  the  fund. 

(2)  To  disburse,  or  cause  to  be  dis¬ 
bursed,  moneys  in  the  fund  for  making 
loans,  without  interest,  to  nonprofit 
siwnsors  of  housing  for  low  and  moderate 
income  families;  and 

(3)  To  collect,  or  cause  to  be  collected, 
the  loan  repayments. 

(dd)  To  reserve  or,  as  appropriate, 
record,  or  cause  to  be  reserved  or  re¬ 
corded,  all  approved  reservations  of 
contract  authority  and  to  record  and 
control,  or  cause  to  be  recorded  and 
controlled,  all  contractual  obligations  of 
contract  authority  pertaining  to  assist¬ 
ance  payment  contracts  under  section 
235;  interest  reduction  contracts  under 
section  236;  contracts  for  debt  manage¬ 
ment  or  counseling  services  under  sec¬ 
tion  237;  and  contracts  for  rent  supple¬ 
ment  payments,  pursuant  to  section  101 
of  the  Housing  and  Urban  Development 
Act  of  1965,  and  amendments  thereto. 

(ee)  To  establish  and  maintain  or 
cause  to  be  established  and  maintained 
under  his  direction  an  account  for  the 
deposit  of  fees  collected  under  the  Inter¬ 
state  Land  Sales  Full  Disclosure  Act;  and 
to  make  disbursements  from  appropri¬ 
ated  funds  and  receipts,  for  general  ex¬ 
penses  of  administration  of  the  land 
sales  registration  under  such  Act  and 
make  refunds  of  overpayments  of  land 
sales  registration  fees. 

(ff)  To  reendorse,  or  cause  to  be  re¬ 
endorsed,  for  insurance  under  section 
222  eligible  mortgages  on  single-family 
dwellings  insured  under  other  home 
mortgage  sections  of  the  Act,  where  the 
mortgages  have  been  assumed  by  eligible 
servicemen. 

(gg)  To  approve  or  disapprove,  or 
cause  to  be  approved  or  disapproved 
under  his  direction,  the  settlement  of 
mortgagees’  applications  for  Insurance 
benefits  without  deduction  from  the  in¬ 
surance  benefits  for  losses  occasioned  by 
fire  damage  to  home  properties  or  by 
fire  and  other  hazards  to  multifamily 
properties,  in  accordance  with  the  pro¬ 
visions  of  S§  203.379(b)  and  207.260(d), 
respectively,  of  the  FHA  regulations. 
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(hh)  To  extend,  or  cause  to  be  ex¬ 
tended  under  his  direction,  the  period  of 
time  for  assignment  to  the  Secretary  of 
a  mortgage  on  which  the  assistance  pay¬ 
ment  contract  has  been  terminated  be¬ 
cause  of  nonoccupancy  by  the  original 
mortgagor  or  qualified  purchaser. 

(ii)  To  approve  or  disapprove,  or  cause 
to  be  approved  or  disapproved,  certifi¬ 
cates  of  interest  rate  changes  submitted 
by  mortgagees  with  respect  to  mort¬ 
gages  with  flexible  interest  rates  insured 
under  section  236. 

§  200.78  Director  Accounting  Division 
anti  Deputy. 

To  the  position  of  Director,  Account¬ 
ing  Division,  and  under  his  general  su¬ 
pervision  to  the  position  of  Deputy  Di¬ 
rector,  Accoimting  Division,  there  is 
delegated  the  following  basic  authority 
and  functions: 

(a)  To  direct  the  activities  of  the  Ac¬ 
counting  Division. 

(b)  To  devise  and  establish  account¬ 
ing  procedures  and  policies  and  to  main¬ 
tain  official  accounting  records  for  all 
activities  of  the  Administration. 

(c)  To  devise  and  establish  proce¬ 
dures  and  policies  and  to  maintain  of¬ 
ficial  records  for  all  home  properties  and 
mortgages  held  by  the  Secretary. 

(d)  To  provide  technical  advice  and 
guidance  to  all  organizational  elements 
of  the  Administration  in  the  fields  of 
accounting,  including  property  and 
mortgage  servicing  accounting. 

(e)  To  maintain  liaison  with  the  Gen¬ 
eral  Accounting  Office.  Treasury  Depart¬ 
ment  and  other  agencies  of  the  Govern¬ 
ment  on  accounting  matters  and  to  col¬ 
laborate  with  such  departments  and 
agencies  in  the  formation  of  accounting 
programs. 

(f )  To  maintain  liaison  with  the  Gov¬ 
ernment  National  Mortgage  Association 
and  other  Government  agencies  on  mat¬ 
ters  pertaining  to  the  sale  and  Insurance 
of  Secretary-held  mortgages. 

(g)  To  endorse  mortgage  notes  for  in¬ 
surance  and  to  take  any  action  necessary 
to  consummate  the  sale  of  Secretary- 
held  mortgages  to  purchasers  of  such 
mortgages. 

(h)  To  develop  and  maintain  a  pro¬ 
gram  for  the  fiscal  servicing  of  Secre¬ 
tary-held  home  mortgages  including  the 
execution  of  vouchers  for  expenditures 
from  mortgagors’  escrow  accounts. 

(i)  To  execute  vouchers  for  payment 
of  taxes  on  home  properties  where  title  is 
vested  in  the  Secretary  and  for  payment 
of  excess  proceeds  to  effect  final  settle¬ 
ment  with  mortgagees  on  certificates  of 
claim  under  provisions  of  the  National 
Housing  Act. 

(j)  To  act  with  the  Assistant  Com¬ 
missioner-Comptroller  and  under  his 
direction  in  the  determination  of  basic 
policies  on  accounting  and  the  fiscal 
servicing  of  home  property  and  mortgage 
note  accoimts. 

(k)  With  respect  to  the  Appalachian 
Housing  Fund,  pursuant  to  the  Appa¬ 
lachian  Regional  Development  Act  of 
1965: 

(l)  To  reserve  or.  as  appropriate,  re¬ 
cord  all  approved  reservations  of  funds 
and  to  record  and  control  all  obligations 
of  funds  for  loans  under  this  fund. 


FEDERAL  REGISTER,  VOL.  36,  NO.  246 — WEDNESDAY,  DECEMBER  22,  1971 


24480 

(2)  To  disburse  moneys  in  the  fund 
for  making  loans  to  sponsors  for  develop¬ 
ment  of  applications  for  commitments 
for  project  mortgages  for  projects  under 
section  207  of  such  Act,  approved  pur¬ 
suant  to  section  223  of  such  Act,  and 
for  general  expenses  of  administration  of 
section  207  of  such  Act:  and 

(3)  To  collect  the  loan  repayments 
and  interest  thereon. 

(l)  With  respect  to  section  1013  of  the 
Demonstration  Cities  and  Metropolitan 
Development  Act  of  1966:  To  perform  all 
fiscal  duties  and  functions  necessary  to 
comply  with  the  requirements  of  the 
agreement  entered  into  between  the 
Department  of  Defense  and  the  De¬ 
partment  of  Housing  and  Urban 
Development. 

(m)  With  respect  to  the  Low  and 
Moderate  Income  Sponsor  Pimd,  pursu¬ 
ant  to  section  106  of  the  Housing  and 
Urban  Development  Act  of  1968: 

(1)  To  reserve  or,  as  appropriate,  re¬ 
cord  all  approved  reservations  of  funds 
and  to  record  and  control  all  obligations 
of  funds  for  loans  made  imder  the  fimd. 

(2)  To  disburse  moneys  in  the  fimd 
for  making  loans,  without  interest,  to 
nonprofit  sponsors  of  housing  for  low  and 
moderate  Income  families;  and 

(3)  To  collect  the  loan  repayments. 

(n)  To  reserve  or,  as  appropriate,  re¬ 
cord  all  approved  reservations  of  con¬ 
tract  authority  and  to  record  and  control 
all  contractual  obligations  of  contract 
authority  pertaining  to  assistance  pay¬ 
ment  contracts  imder  section  235;  inter¬ 
est  reduction  contracts  under  section 
236;  contracts  for  debt  management  or 
counseling  services  under  section  237.; 
and  contracts  for  rent  supplement  pay¬ 
ments,  pursuant  to  section  101  of  the 
Housing  and  Urban  Eievelopment  Act  of 
1965,  and  amendments  thereto;  and 

(o)  To  establish  and  maintain  an  ac¬ 
count  for  the  deposit  of  fees  collected 
under  the  Interstate  Land  Sales  Full  Dis¬ 
closure  Act. 

§  200.79  Director  Insurance  Division 
and  Deputy. 

To  the  position  of  Director,  Insurance 
Division,  and  under  his  general  supervi¬ 
sion  to  the  position  of  Deputy  Director, 
Insurance  Division,  there  is  delegated  the 
following  basic  authority  amd  functions: 

(a)  To  direct  the  activities  of  the 
Insurance  Division. 

(b)  To  devise  and  maintain  proce¬ 
dures  relating  to  the  establishment  of 
mortgage  Insurance  records,  the  modi¬ 
fication  and  termination  of  such  Insur¬ 
ance  for  home  and  project  mortgages 
and  to  register  Title  I  loans  reported  for 
Insurance. 

(c)  To  provide  fiscal  and  technical 
advice  and  guidance  with  respect  to 
mortgage  modifications  prior  to  admin¬ 
istrative  approval. 

(d)  To  cancel  the  Insurance  endorse¬ 
ment  or  the  Mortgage  Insurance  Certifi¬ 
cate  on  Insured  mortgages  when  a  Joint 
request  for  termination  Is  made  by  the 
mortgagor  and  mortgagee,  or  when  the 
insurance  endorsement  or  the  Mortgage 
Insurance  Certificate  is  otherwise  to  be 
cancelled. 
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(e)  To  ascertain  sufBclency  of  re¬ 
newal  and  adjusted  premium  collections 
with  respect  to  termination  of  Insurance ; 
authorize  refund  of  unearned  premiums 
collected  or  Institute  billing  for  the  col¬ 
lection  of  premiums  due. 

(f)  To  authorize  payment  of  earned 
distributive  shares  In  the  Participation 
Reserve  Account  of  the  Mutual  Mortgage 
Insurance  Fund  to  the  rightful  recipients 
thereof. 

(g)  To  devise  and  maintain  proce¬ 
dures  relating  to  the  fiscal  servicing  of 
Secretary-held  project  mortgages  and  to 
execute  vouchers  for  pasmient  of  aU  ex¬ 
penditures  from  mortgagor  escrow  ac¬ 
counts  relating  thereto. 

(h)  To  develop  and  maintain  fiscal 
procedures  for  the  operation  of  Secre¬ 
tary-owned  project  properties  by  agents 
of  the  Secretary  under  contract  for  the 
management  of  such  properties;  to  pro¬ 
vide  advice  and  guidance  to  those  agents 
with  respect  to  such  fiscal  procedures, 
and  to  execute  vouchers  for  payment  of 
real  estate  taxes,  special  assessments, 
hazard  insurance,  and  repairs  relating 
to  such  properties. 

(1)  To  certify  vouchers  In  payment  of 
Title  I  claims  representing  the  Insurable 
loss  sustained  and  to  refund  to  the  re¬ 
mitter  of  record  any  collections  obtained 
In  excess  of  the  established  indebtedness. 

(j)  To  act  with  the  Assistant  Com¬ 
missioner-Comptroller  and  under  his 
direction  In  the  determination  of  basic 
Insurance  fiscal  servicing  ix>llcy. 

(k)  To  direct  and  supervise  periodic 
portfolio  examinations  of  institutions  In¬ 
sured  under  the  provisions  of  section  2 
of  title  I  of  the  National  Housing  Act. 

(l)  To  execute  satisfactions  and  re¬ 
leases  of  Secretary-held  mortgages  when 
the  mortgage  indebtedness  has  been  paid 
in  full. 

(m)  To  issue  duplicate  or  corrective 
Mortgage  Insurance  Certificates. 

(n)  To  exercise  the  authority  of  the 
Commissioner  to  endorse  any  preferred 
stock  certificate  held  by  him  in  any  cor¬ 
poration  for  the  purpose  of  retirement 
and  cancellation. 

(o)  To  reendorse  for  Insurance  under 
section  222  eligible  mortgages  on  single¬ 
family  dwellings  Insured  imder  other 
home  mortgage  sections  of  the  Act,  where 
the  mortgages  have  been  assumed  by 
eligible  servicemen:  and 

(p)  To  approve  or  disapprove  certifi¬ 
cates  of  Interest  rate  changes  submitted 
by  mortgagees  with  respect  to  mortgages 
with  flexible  interest  rates  Insured  un¬ 
der  section  236. 

§  200.80  Director  Fiscal  Division  and 
Deputy. 

To  the  position  of  Director,  Fiscal  Di¬ 
vision,  and  under  his  general  supervision 
to  the  position  of  Deputy  Director,  Fis¬ 
cal  Division,  there  Is  delegated  the  fol¬ 
lowing  basic  authority  and  functions: 

(a)  To  direct  the  activities  of  the  Fis¬ 
cal  Division. 

(b)  To  devise  and  establish  fiscal 
procedures  and  to  administer  the  fiscal 
policies  and  activities  of  the  Adminis¬ 
tration. 


(c)  To  approve  aU  operating  and 
property  expenditures  and  receipt 
vouchers  necessary  to  carry  out  the  pro¬ 
visions  of  the  National  Housing  Act  upon 
his  determination  that  they  are  In  ac¬ 
cordance  with  appUcable  regulations,  de¬ 
cisions  and  laws. 

(d)  To  certify  that  all  required  docu¬ 
ments,  information  and  approvals  with 
respect  to  operating  and  property  ex¬ 
pense  and  debenture  transactions  are 
present;  to  verify  the  accuracy  of  the 
computations  and  the  consistency  of  the 
information  included  in  the  various  doc¬ 
uments;  to  determine  that  the  transac¬ 
tions  are  in  strict  accordance  with  all 
applicable  regulations,  decisions  and 
laws;  to  execute  Certificates  of  Claim; 
to  certify  requisitlpns  to  the  Treasury 
Department  for  the  Issuance  of  deben¬ 
tures;  and  to  certify  vouchers  for  cash 
settlement  of  applications  for  insurance 
benefits. 

(e)  To  approve  or  disapprove  amounts 
claimed  by  mortgagees  in  their  applica¬ 
tions  for  insurance  benefits,  including 
amounts  for  operating,  protecting  and 
preserving  properties  prior  to  convey¬ 
ance  to  the  Secretary. 

(f)  To  extend  the  period  of  time  for 
submission  of  fiscal  data  or  title  evidence 
supporting  a  mortgagee’s  application  for 
insurance  benefits. 

•  (g)  To  maintain  liaison  with  the  Gen¬ 
eral  Accounting  Office,  Treasury  Depart- 
mient  and  other  agencies  of  the  Govern¬ 
ment  on  fiscal  matters  and  to  collaborate 
with  such  departments  and  agencies  In 
the  formation  of  fiscal  programs. 

(h)  To  act  with  the  Assistant  Com¬ 
missioner-Comptroller  and  under  hl.« 
direction  in  the  determination  of  basic 
fiscal  policy. 

(1)  To  make  disbursements  to  mort¬ 
gagees  for  assistance  payments  under 
section  235;  Interest  reduction  pasnnents 
under  section  236;  payments  under  con¬ 
tracts  with  public  or  private  organiza¬ 
tions  to  provide  budget,  debt  manage¬ 
ment,  and  related  counseling  services  to 
mortgagors  whose  mortgages  are  insured 
under  section  237;  and  payments  to 
mortgagors  under  contracts  for  rent 
supplement  payments  pursuant  to  sec¬ 
tion  101  of  the  Housing  and  Urban  De¬ 
velopment  Act  of  1965  and  amendments 
thereto,  and  to  process  notices  of  termi¬ 
nation  of  assistance  payment  contracts 
due  to  nonoccupancy  by  original  mort¬ 
gagors  or  qualified  purchasers  or  for 
other  reasons  and  collect  any  overpaid 
assistance  payments. 

(j)  To  be  responsible  for  the  collec¬ 
tion,  receipt  and  deposit  of  all  funds 
covering  fees,  premiums  and  other 
charges  affecting  FHA  programs. 

(k)  To  approve  or  disapprove  the 
settlement  of  mortgagees’  applications 
for  insurance  benefits  without  deduction 
from  the  Insurance  benefits  for  losses 
occasioned  by  fire  damage  to  home  prop¬ 
erties  or  by  fire  and  other  hazards  to 
multifamily  properties,  in  accordance 
with  the  provisions  of  SS  203.379(b)  and 
207.260(d).  respectively,  of  the  FHA 
regulations. 
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(l)  To  approve  or  disapprove  the  pur¬ 
chase  of  debentures  submitted  by  mort¬ 
gagees  In  connection  with  the  payment 
of  mortgage  insurance  premiums  and 
adjusted  premium  charges. 

(m)  To  endorse  checks  and  other 
negotiable  instruments  for  deposit  or 
collection;  to  endorse  loss  drafts  relating 
to  insurance  coverage  on  Secretary-held 
home  and  project  mortgages;  to  endorse 
checks  and  other  negotiable  instruments 
in  order  to  perfect  negotiability  for 
other  parties  at  interest,  where  the  Sec¬ 
retary  ts  not  entitled  to  tlie  proceeds  of 
such  instruments,  relating  applications 
for  insurance  benefits. 

(n)  To  deposit  fees  collected  under  the 
Interstate  Land  Sales  Pull  Disclosure 
Act,  and  to  make  disbursements  from 
appropriated  funds  and  receipts  for  gen- 
er^  expenses  of  administration  of  land 
sales  registration  under  such  Act  and 
make  refunds  of  overpayments  of  land 
sales  registration  fees. 

(o)  To  extend  the  period  of  time  for 
assignment  to  the  Secretary  of  a  mort¬ 
gage  on  which  the  assistance  payment 
contract  has  been  terminated  b^ause  of 
nonoccupancy  by  the  original  mortgagor 
or  qualified  purchaser. 

§  200.81  I)irccl«»r  IViM'eduro.>i  Divi^iun 
and  Deputies. 

To  tlie  position  of  Director,  Procedures 
Division,  and  under  his  general  super¬ 
vision  to  the  position  of  Deputy  Director 
for  Accounting  Systems  with  respect  to 
paragraphs  (a),  (b),  (f),  (g),  (h),  (1), 
and  (J)  of  this  section  and  to  the  position 
of  Deputy  Director  for  Automatic  Data 
Processing  with  respect  to  paragraphs 

(c),  (d),  and  (e)  of  this  section,  there  is 
delegated  the  following  basic  authority 
and  functions; 

(a)  To  initiate,  develop,  and  main¬ 
tain  an  accounting  systems  and  proce¬ 
dures  program  for  the  Administration. 

(b)  To  coordinate  and  direct  a  pro¬ 
gram  to  presen-e  or  reconstruct  basic 
records  of  the  Administration  for  Civil 
Defense  purposes  and  in  the  event  of  a 
national  emergency. 

(c)  To  sei-ve  as  a  member  of  the  De¬ 
partmental  ADP  Servlcea  Management 
Advisory  Committee. 

(d)  To  advise  the  FHA  Automatic 
Data  Management  Board  with  respect 
to  data.  Information,  and  reports  require¬ 
ments  of  the  Administration,  recom¬ 
mending  systems  and  procedures  for 
gathering  the  input  data  for  processing 
by  the  Departmental  Office  of  ADP  Sys¬ 
tems  Management  and  Operations. 

(e)  To  maintain  liaison  with  the  OfBco 
of  ADP  Systems  Management  and  Op¬ 
erations  with  respect  to  FHA  fiscal  and 
reporting  operations. 

(f)  To  prepare  for  the  Assistant 
Secretary-Commissioner  letters  to  FHA 
approved  mortgagees  and  lenders  per¬ 
taining  to  fiscal  and  accounting  pro¬ 
cedures. 

(g)  To  provide  advice  within  FHA 
concerning  field  office  accounting,  fiscal 
insurance  servicing  procedures,  assessa- 
bility  of  fees,  and  the  interpretation  of 
related  procedures. 


(h)  To  review’  for  fiscal  implications 
proposed  agreements  with  other  Gov¬ 
ernment  agencies  establishing  procedures 
pertaining  to  special-purpose  programs. 

(I)  To  provide  liaison  service  with  the 
Treasury  Department  pertaining  to 
depositary  facilities  for  FHA  field  offices. 

(J)  To  maintain  archives  hies  of  the 
Administration. 

§  200.82  Director  Financial  Roporlii  Di¬ 
vision  und  Deputy. 

To  the  position  of  Director,  Financial 
Reports  Division,  and  under  his  general 
supervision  to  the  position  of  Deputy 
Director,  Financial  Reports  Division, 
there  is  delegated  the  following  basic 
authority  and  functions; 

(a)  To  direct  the  activities  of  the  Fi¬ 
nancial  Reports  Division. 

(b)  To  devise  and  establish  basic 
policies,  practices,  and  procedures  with 
respect  to  the  preparation,  analysis,  and 
interpretation  of  the  financial  state¬ 
ments  and  fiscal  reports  of  the  Adminis¬ 
tration,  and  to  direct  the  preparation  of 
such  statements  and  reports. 

(c)  To  maintain  effective  control  over 
the  management  of  the  various  FHA 
insurance  funds  and  accounts  and  to 
provide  adequate  financial  information 
pertaining  thereto. 

(d)  To  submit  to  the  Treasui’y  De¬ 
partment  authorizations  for  purchase  of 
U.S.  Government  securities,  pursuant  to 
agreements  between  mortgagors  or  other 
depositors  and  FHA,  and  sales  and  dis¬ 
position  of  U.S.  Government  securities 
purchased  for  mortgagors  or  other  de* 
positors,  received  as  a  result  of  assign¬ 
ment  of  insured  mortgages  or  as  a  result 
of  other  agreements;  U.S.  Government 
securities  deposited  in  accordance  with 
mortgagor  corporate  charters,  regulatory 
or  special  agreements,  for  safekeeping; 
and  requests  for  withdrawal  of  U.S. 
Government  securities. 

(e)  To  execute  and  certify  vouchers 
in  payment  of  UP.  Government  securi¬ 
ties  invested  for  the  various  Insurance 
funds  and/or  pursuant  to  agreements 
between  mortgagors  or  other  depositors 
and  FHA. 

(f)  To  execute  and  certify  vouchers  to 
provide  funds  in  the  accotmt  of  the 
Treasurer  of  the  United  States  for  pay¬ 
ment  of  principal  and  interest  on  FHA 
debentures,  for  the  repayment  of  bor¬ 
rowed  funds  and  interest  thereon,  and 
for  return  to  the  Treasury  Department 
of  surplus  fimds  arising  out  of  opera¬ 
tions  of  certain  accounts. 

(g)  To  execute  and  submit  to  the 
Treasury  Department  and/or  to  the 
Office  of  Management  and  Budget  inter¬ 
governmental  financial  reports  required 
by  applicable  statutes  or  regulations  of 
the  Treasury  Department  or  Office  of 
Management  and  Budget. 

(h)  To  maintain  liaison  with  the 
General  Accoimting  Office,  Treasury  De¬ 
partment  and  Office  of  Management  and 
Budget  on  matters  pertaining  to  finan¬ 
cial  activities,  and  with  mortgagees  con¬ 
cerning  the  acceptance  of  debentures  in 
exchange  for  mortgages  held  by  the 
Secretary. 


(i)  To  act  with  the  Assistant  Commls-  ^ 
sloner-Comptroller  and  imder  his  direc¬ 
tion  in  the  determination  of  basic 
financial  management  and  reporting 
policy. 

(J)  To  determine  the  present  and 
futme  cash  requirements  of  the  various 
insurance  funds  and  accoimts,  and  to 
recommend  investment,  borrowing  and 
repayment  transactions. 

(k)  To  prepare  certifications  to  De¬ 
partment  of  Defense,  National  Aeronau¬ 
tics  and  Space  Administration,  and 
Atomic  Energy  Commission  of  operating 
losses  Incurred  by  FHA  under  Armed 
Services  Housing  Insurance  programs  as 
provided  for  in  agreements. 

(!)  To  recommend  liquidation  of  in¬ 
vestments  and  redemption  of  deben¬ 
tures;  to  execute  assignments  in  connec¬ 
tion  with  the  redemption  of  debentures 
held  for  the  account  of  the  FHA  insur¬ 
ance  funds  or  received  in  exchange  for 
acquired  security;  and  to  maintain  liai¬ 
son  with  the  Treasury  Department  in  tlie 
execution  of  fiscal  proposals. 

§200.81  [Reserved] 

§  200.84a  [Reserved] 

§  200.84b  Field  Office  Directors,  Depu¬ 
ties,  and  Assistants. 

To  the  position  of  Field  Office  Director, 
and  to  each  of  them;  and  to  the  position 
of  Deputy  Field  Office  Director,  and  to 
each  of  them  under  the  general  super¬ 
vision  of  the  Field  Office  Director  hav¬ 
ing  Jurisdiction;  and  to  the  position  of 
Assistant  Field  Office  Director,  and  to 
each  of  them  under  the  general  super¬ 
vision  of  the  Field  Office  Director  hav¬ 
ing  jurisdiction  there  is  delegated  the 
basic  authority  and  function  to  direct 
and  supervise  all  activities  of  the  Fed¬ 
eral  Housing  Administration  in  the  geo¬ 
graphical  area  under  his  jurisdiction, 

§  200.84c  Director  of  tlie  Multifaniily 
Housing  Insuring  Office  (New  York). 

To  the  position  of  Director  of  the 
Multifamily  Housing  Insuring  Office 
(New  York)  there  is  delegated  the  fol¬ 
lowing  duties  and  functions: 

(a)  To  direct  multifamily  housing 
mortgage  Insmance  operations  and  proj¬ 
ect  mortgage  servicing  operations  in  the 
State  of  New  York  and  to  provide  advice, 
guidance,  and  assistance  on  multlfamlly 
housing  to  other  insuring  offices  in 
departmental  Region  I. 

§  200.8 Id  [Reserved] 

§  200.84e  Director,  (lompliance  ('.oordi- 
nntinn. 

To  the  position  of  Director,  Compli¬ 
ance  Coordination,  there  is  delegated  the 
following  basic  authority  and  fimctlons: 

(a)  With  respect  to  departmental 
activities,  to  determine  noncompliance 
W’ith  statutes,  including  the  criminal 
statutes,  rules,  regulations,  policies,  and 
procedures,  and  instructions  governing 
FHA  operations  and  participants  in  FHA 
programs,  except  section  2  of  Title  I  of 
the  National  Housing  Act,  and  to  refer 
cases  requiring  investigation  to  the  In¬ 
spection  Division,  HUD. 
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(b)  To  recommend  administrative 
action  and  assure  that  appropriate  and 
timely  action  is  taken,  and  to  maintain 
liaison,  as  required,  with  the  Inspection 
Division,  HUD,  and  central  control 
records  on  the  referral,  findings,  and  dis¬ 
position  of  all  compliance  cases,  except 
those  relating  to  section  2  of  Title  I  of 
the  National  Housing  Act. 

(c)  To  assist  the  Deputy  Employment 
Policy  Officers,  and  the  Deputy  Contracts 
Compliance  Officers  with  compliance  ac¬ 
tivities  imder  the  Executive  orders  for 
equal  opportunity  in  housing,  equal  em¬ 
ployment  opportimity  in  government  and 
on  government  contracts  and  govern¬ 
ment-assisted  contracts. 

(d)  To  maintain  continuing  liaison, 
as  required,  with  the  Inspection  Division, 
HUD,  on  Equal  Opportimity  in  Housing 
and  Equal  Emplo3unent  Opportunity. 

Delegations  to  Committees 
§  200.85  Executive  Board. 

(a)  Members.  The  committee  called 
the  Executive  Board  is  comprised  of  the 
following  members :  Assistant  Secre¬ 
tary-Commissioner,  Chairman;  Deputy 
Assistant  Secretary,  Vice  Chairman;  Ex¬ 
ecutive  Assistant  Commissioner;  A^ist- 
ant  Commissioner  for  Field  Operations; 
Assistant  Commissioner  for  Subsidized 
Housing  Programs;  Assistant  Commis¬ 
sioner  for  Unsubsidized  Insured  Housing 
Programs;  Assistant  Commissioner  for 
Property  Improvement;  Assistant  Com¬ 
missioner  for  Technical  and  Credit 
Standards;  Assistant  Commissioner  for 
Programs;  Assistant  Commissioner  for 
Administration;  Assistant  Commissioner 
for  Rehabilitation;  and  Assistant  Com¬ 
missioner-Comptroller. 

(b)  Functions.  The  fimctions  of  the 
Executive  Board  are  to  consider  and  ad¬ 
vise  with  respect  to  basic  policy,  plans 
and  general  program  matters  of  the 
Administration. 

(c)  Minutes.  The  Commissioner  shall 
designate  a  secretary  to  the  Board  who 
shall  prepare  minutes  of  each  Board 
meeting,  which  shall  constitute  the  offi¬ 
cial  record  of  matters  considered  and 
actions  taken  by  the  Board.  Such  minutes 
shall  be  dated,  consecutively  numbered 
and  shall  be  signed  by  each  member  who 
attended  the  meeting.  The  original  of 
such  minutes  shall  be  retained  by  the 
Assistant  Commissioner-Comptroller,  in 
the  official  FHA  records. 

§  200.86  Security  Committee. 

(a)  Members.  The  Security  Com¬ 
mittee  Is  comprised  of  the  following 
members:  Personnel  Security  Officer, 
Chairman;  Assistant  Commissioner  for 
Administration,  Vice  Chairman;  and 
Deputy  Assistant  Commissioner  for  Field 
Operations. 

(b)  Functions.  The  functions  of  the 
Security  Committee  are: 

(1)  To  make  recommendations  to  the 
Commissioner  from  time  to  time  with 
respect  to  the  designation  of  sensitive 
positions  under  the  Security  Regulations 
of  the  FHA,  or  the  revocation  of  such 
designations. 

(2)  To  advise  with  and  make  recom¬ 
mendations  to  the  Commissioner  regard¬ 


ing  any  security  matter  which  the  Per¬ 
sonnel  Security  Officer  may  bring  before 
the  committee  for  advice  or  consultation. 

§  200.87  Management  Improvement 
Committee. 

(a)  Members.  The  Management  Im¬ 
provement  Committee  is  composed  of  the 
following  members:  Director  of  the 
Management  and  Operations  Assistance 
Division,  Chairman;  Staff  Adviser  to  the 
Assistant  Commissioner  for  Administra¬ 
tion,  Vice  Chairman;  and  one  designee 
of  each  of  the  following:  Assistant  Com¬ 
missioner-Comptroller,  Assistant  Com¬ 
missioner  for  Subsidized  Housing  Pro¬ 
grams;  Assistant  Commissioner  for 
Property  Improvement;  Assistant  Com¬ 
missioner  for  Technical  and  Credit 
Standards;  Assistant  Commissioner  for 
Unsubsidized  Insured  Housing  Programs; 
Assistant  Commissioner  for  Programs; 
Assistant  Commissioner  for  Field  Opera¬ 
tions;  Assistant  Commissioner  for  Re¬ 
habilitation;  and  Director  of  the  Budget 
Division. 

(b)  Functions.  The  functions  of  the 
Management  Improvement  Committee 
are  to  maintain  and  operate  an  FHA  Em¬ 
ployee  Suggestion  System  within  the 
framework  of  the  over-all  Employee 
Awards  Program. 

§  200.89  Substantial  Compliance  Com¬ 
mittee. 

(a)  Members.  (1)  The  Substantial 
Compliance  Committee  is  comprised  of 
the  following  members:  Assistant  Com¬ 
missioner  for  Property  Improvement, 
Chairman;  Assistant  Commissioner- 
Comptroller;  Assistant  Commissioner  for 
Administration;  and  Assistant  Commis¬ 
sioner  for  Programs,  or  their  designees. 

(2)  Three  members  shall  constitute  a 
quorum. 

(b)  Functions.  The  functions  of  the 
•Substantial  Compliance  Committee  are 

to  waive  compliance  with  regulations 
heretofore  or  hereafter  prescribed  with 
respect  to  the  interest  and  maturity  of. 
and  the  terms,  conditions,  and  restric¬ 
tions  under  which  loans,  advances  of 
credit  and  purchases  may  be  insured 
under  section  2  of  Title  I  of  the  National 
Housing  Act  if,  in  the  Judgment  of  the 
committee,  the  enforcement  of  such  reg¬ 
ulations  would  impose  an  injustice  upon 
an  insured  institution  which  has  sub¬ 
stantially  complied  with  such  regula¬ 
tions  in  good  faith  and  has  refunded  or 
credited  any  excess  charge  made,  and  if 
such  waiver  does  not  involve  an  increase 
of  the  obligation  which  would  have  been 
involved  if  the  regulations  had  been  fully 
complied  with. 

(c)  Minutes.  This  committee  shall 
meet  at  the  call  of  the  Chairman  and 
shall  maintain  minutes  of  each  meeting. 
Such  minutes  shall  be  dated,  consecu¬ 
tively  numbered  and  shall  be  signed  by 
each  member  who  attended  the  meeting. 
The  original  of  such  minutes  shall  be 
retained  by  the  Assistant  Commissioner- 
Comptroller,  in  the  official  FHA  records. 

§  200.90  Finance  Committee. 

(a)  Members.  The  Finance  Committee 
is  comprised  of  the  following  members: 
Director,  Research  and  Statistics  Divi¬ 


sion,  Chairman;  Assistant  Commis¬ 
sioner-Comptroller;  Assistant  Commis¬ 
sioner  for  Administration;  and  Deputy 
Director  of  the  Office  of  Property  Dis¬ 
position — Housing  Management,  or  his 
designee. 

(b)  Functions.  The  functions  of  the 
Finance  Committee  are; 

(1)  [Reserved] 

(2)  To  make  recommendations  to  the 
Commissioner  from  time  to  time  with 
respect  to  (i)  the  liquidation  of  invest¬ 
ments  held  in  the  name  of  the  Commis¬ 
sioner  and  (li)  redemption  of  debentures. 

(3)  To  make  recommendations  to  the 
Commissioner  with  respect  to  the  dis¬ 
tribution  between  the  Qeneral  Surplus 
Account  and  the  Participating  Reserve 
Account  of  the  net  income  received  or 
net  loss  sustained  by  the  Mutual  Mort¬ 
gage  Insurance  Fund  in  any  semian¬ 
nual  period. 

(4)  To  make  recommendations  to  the 
Commissioner  for  the  establishment  of 
annual  valuation  reserves  on  assets  ac¬ 
quired  pursuant  to  the  terms  of  insur¬ 
ance  contracts  under  the  various  insur¬ 
ance  funds. 

(5)  To  advise  with  and  make  rec¬ 
ommendations  to  the  Commissioner  with 
respect  to  other  matters  referred  to  the 
Committee  by  the  Commissioner. 

(c)  Minutes.  The  Finance  Commit¬ 
tee  shall  meet  at  the  call  of  the  Chair¬ 
man  and  shsdl  maintain  minutes  of  each 
meeting.  The  minutes  shall  be  dated, 
consecutively  numbered  and  shall  be 
signed  by  each  member  who  attended 
the  meeting.  The  origrinal  of  the  min¬ 
utes  shall  be  retained  by  the  Assistant 
Commissioner-Comptroller,  in  the  offi¬ 
cial  FHA  records. 

§  200.91  Operations  Analysis  Policy 
Committee. 

(a)  Members.  The  Operations  Anal¬ 
ysis  Policy  Committee  is  comprised  of 
the  following  members:  Deputy  Commis¬ 
sioner,  Chairman;  Executive  Assistant 
Commissioner;  Assistant  Commissioner 
for  Field  Operations;  Assistant  Commis¬ 
sioner  for  Programs;  and  Assistant  Com¬ 
missioner  for  Administration. 

(b)  Functions.  The  functions  of  the 
Operations  Analysis  Policy  Committee 
are  to  guide,  develop,  and  coordinate 
concerted  analysis  of  agency  operations, 
methods,  standards,  criteria,  policies, 
and  operating  results  and  to  develop 
basic  improvements  and  make  recom¬ 
mendations  for  modifications  in  proce¬ 
dure.  concept,  and,  as  appropriate, 
policy. 

§  200.92  Structural  Defects  Committee. 

(a)  Members.  The  Structural  Defects 
Committee  is  composed  of  the  following 
members:  Director,  Single  Family  Divi¬ 
sion,  Chairman;  Assistant  Commis¬ 
sioner-Comptroller;  and  Assistant  Com¬ 
missioner  for  Technical  and  Credit 
Standards,  or  their  designees. 

(b)  Functions.  The  functions  of  the 
Structural  Defects  Committee  are  to  take 
appropriate  action  in  exceptionally  dif¬ 
ficult  or  questionable  cases  relating  to 
expenditures  to  correct  or  compensate 
for  structural  defects  In  houses  financed 
with  insured  mortgages.  Action  on  any 
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case  may  be  taken  by  the  committee  on 
its  own  initiative  or  on  the  basia  of 
recommendations  and  findings  of  a  Field 
Office  Director. 

§  200.93  Multifumily  Participation  Re¬ 
view  Committee. 

(a)  Members.  The  Multifamily  Par¬ 
ticipation  Review  Committee  shall  con¬ 
sist  of  the  following  officials  or  their 
deputies;  Assistant  Commissioner  for 
Reid  Operations,  Chairman;  Assistant 
Commissioner  for  Administration,  Vice 
Chairman;  Assistant  Commissioner  for 
Technical  and  Credit  Standards;  Assist¬ 
ant  Commissioner  for  Unsubsidized  In¬ 
sured  Housing  Programs;  Assistant 
Commissioner  for  Subsidized  Housing 
Programs;  Assistant  Commissioner  for 
Rehabilitation;  Director  of  the  Partici¬ 
pation  and  Compliance  Review  Division; 
and  such  other  members  as  the  Assistant 
Secretary-Commissioner  shall  designate. 
The  Chairman  or  the  Vice  Chairman 
shall  preside  at  each  meeting  of  the  com¬ 
mittee.  The  Previous  Participation  Re¬ 
view  Officer  shall  be  Executive  Secretary 
of  the  Committee. 

(b)  Functions.  To  act  for  the  Assistant 
Secretary-Commissioner  in  determining 
the  acceptabUity  of  new  multifamily  pro¬ 
posals,  taking  into  consideration  all  past 
FHA  and  HUD  experience  with  the 
principals. 

§  200.91  I.oan  A^i^islanre  Committee. 

(a)  Members.  The  Loan  Assistance 
Committee  is  compo.sed  of  the  following 
members:  Assistant  Commissioner  for 
Subsidized  Housing  Programs,  Chair¬ 
man;  Assistant  Commissioner-Comptrol¬ 
ler;  and  Assistant  Commissioner  for 
Programs,  or  their  designees. 

(b)  Function.  The  function  of  the 
Loan  Assistance  Committee  Is  to  approve 
or  disapprove  the  waiver  of  repayment 
In  whole  or  in  part  of  loans  made  imder 
section  106  of  the  Housing  and  Urban 
Development  Act  of  1968  and  section  207 
of  the  Appalachian  Regional  Develop¬ 
ment  Act  of  1965,  as  amended. 

(c)  Minutes.  The  Committee  shall 
meet  at  the  call  of  the  Chairman  and 
shall  maintain  minutes  of  each  meeting. 
Such  minutes  shall  be  dated,  consecu¬ 
tively  numbered  and  shall  be  signed  by 
each  member  who  attended  the  meeting. 
The  original  of  such  minutes  shall  be 
retained  by  the  Assistant  Commissioner- 
Comptroller  in  the  official  FHA  records. 

Miscellaneous  Delegations 

§  200.95  Field  OOice  Chiefs  of  Opera¬ 
tions  and  Assistants  to  the  Directors. 

To  the  position  of  Field  Office  Chief  of 
Operations,  and  to  each  of  them,  and 
to  the  position  of  Field  Office  Assistant  to 
^  the  Director,  and  to  each  of  them,  there 
■is  delegated  the  following  duties  and 
functions: 

(a)  To  execute  regulatory  agreements 
and  to  issue  eligibility  statements  and 
commitments  for  insurance  and  to  exe¬ 
cute  insurance  contracts  pursuant  to 
such  commitments.  Including  mortgage 
insurance  certificates. 

(b)  To  approve  a  change  in  amount, 
a  change  in  term,  extension  of  the  date 


of  commencement  of  construction,  ex¬ 
tension  of  the  expiration  date,, or  any 
other  modification  in  the  commitment 
for  insurance  or  Insurance  contract. 

(c)  To  approve  permissible  refunds  of 
processing  fees. 

(d)  To  consent  to  the  release  of 
mortgagors. 

(e)  To  consent  to  the  release  of  por¬ 
tions  of  mortgaged  property  from  the 
lien  of  the  mortgage. 

(f)  To  approve  or  disapprove  for 
mortgage  insurance  advances  of  mort¬ 
gage  money  during  construction  and 
execute  such  instruments  as  may  be 
necessary  in  connection  therewith. 

(g)  To  approve  or  disapprove  “Change 
Orders”  during  construction. 

(h)  To  direct  field  office  physical  in¬ 
spections  of  properties  covered  by 
Insured  project  mortgagees,  examination 
of  operating  reports  and  mortgagee 
annual  inspection  reports,  and  to  in¬ 
stitute  corrective  action  to  cure  defi¬ 
ciencies  disclosed  by  such  inspections  and 
reports. 

(1)  To  approve  or  disapprove  requests 
from  mortgagors  for  permission: 

(1)  To  furnish  rental  units. 

(2)  To  provide  tenants  with  equip¬ 
ment  or  services  not  contemplated  m  the 
original  processing  of  the  application 
for  mortgage  insurance  or,  in  the  case 
of  a  Commissioner-held  purchase  money 
mortgage,  not  contemplated  at  the  time 
of  sale. 

(3)  To  alter,  modify,  or  add  to  the 
physical  structure. 

(4)  To  withdraw  funds  from  replace¬ 
ment  reserves  for  replacement  of  items 
originally  scheduled. 

( j )  To  approve  or  disapprove  rent  in¬ 
creases  and  sesisonal  rental  charges  in 
rental  projects  covered  by  insured  or 
Commissioner-held  mortgages  and  to 
investigate  and  determine  action  to  be 
taken  on  tie-in  charges  for  apartment, 
garage,  furniture,  and  equipment  rentals. 

(k)  To  approve  or  disapprove  the  plan 
of  management  of  cooperative  mort¬ 
gagors  under  an  insured  mortgage. 

(l)  In  connection  with  cooperative 
projects  covered  by  Insured  mortgages, 
to  determine  the  adequacy  of  carrying 
charges  and  approve  or  disapprove  such 
charges. 

(m)  To  exercise  the  authority  of  the 
Comml.ssloner,  where  required,  in  grant¬ 
ing  prior  credit  approval  imder  the  pro¬ 
visions  of  Title  I  of  the  National  Hous¬ 
ing  Act  and  regulations  thereunder. 

(n)  To  approve  or  disapprove  requests 
of  a  mortgagee  to  obtain  title  by  deed  in 
lieu  of  foreclosure  to  property  covered 
by  an  insured  home  mortgage. 

(o)  To  approve  or  disapprove  requests 
of  mortgagees  for  extension  of  the 
regulatory  period  for  commencement  of 
foreclosure,  the  regulatory  period  for 
election  to  assign  the  mortgage  to  the 
Commissioner  and  the  regulatory  period 
witliin  which  to  tender  properties  to  the 
Commissioner. 

(p)  To  approve  or  disapprove  plans 
to  reinstate  defaulted  Commissioner- 
held  mortgages  and  to  initiate  action  to 
cure  defaults  of  Commissioner-held  and 
Insured  mortgages. 


(q)  In  connection  with  the  new  home 
loan  provisions  of  the  regulations  Issued 
pursuant  to  Title  I  of  the  National  Hous¬ 
ing  Act.  to  approve  the  sale  by  insured 
institutions  of  acquired  property  where 
the  insured  institution  exercises  its  op¬ 
tion  to  sell  the  property  in  the  open 
market  in  lieu  of  conveyance  to  the  Com¬ 
missioner. 

(r)  To  assess  late  charges  against  de¬ 
linquent  mortgagors  under  Commission¬ 
er-held  home  mortgages. 

(s)  To  determine  and  initiate  action 
to  acquire  properties  under  defaulted 
Commissioner-held  home  mortgages  by 
foreclosure. 

(t)  To  direct  the  affairs  of  mortgagor 
corporations  when  control  has  been  as¬ 
sumed  by  the  Federal  Housing  Commis¬ 
sioner  as  preferred  stockholder. 

(u)  In  connection  with  the  sale,  rental, 
maintenance,  or  management  of  ac¬ 
quired  properties  or  properties  of  the 
United  States  over  which  FHA  has  been 
granted  custody  or  possession  by  another 
agency  or  agencies  of  the  United  States 
or  properties  held  as  mortgagee  in  pos¬ 
session,  to  execute  contracts  for  supplies 
and  services  and  to  issue  orders  for  the 
publication  of  notices  and  advertisements 
in  newspapers,  magazines,  and  periodi¬ 
cals,  all  in  accordance  with  the  provi¬ 
sions  of  the  FHA  manual. 

(V)  To  approve  offers  to  rent  or  pur¬ 
chase  individually  acquired  1-  to  4-family 
units  and  to  execute  contracts  for  the 
sale  of  any  properties  and  projects 
owned  by  the  Federal  Housing  Commis¬ 
sioner  or  over  which  FHA  has  been 
granted  custody  or  possession  by  another 
agency  or  agencies  of  the  United  States 
upon  approval  of  any  such  sale  by  com¬ 
petent  authority. 

(w)  In  connection  with  the  sale  of 
Commissioner-owned  properties  or  proj¬ 
ects  or  properties  of  the  United  States 
over  which  FHA  has  been  granted  cus¬ 
tody  or  p>ossession  by  another  agency  or 
agencies  of  the  United  States,  to  convey 
and  to  execute  in  the  name  of  the  Com¬ 
missioner,  deeds  of  conveyance,  deeds  of 
release,  assignments  and  satisfactions  of 
mortgages,  and  any  other  written  Instru¬ 
ment  relating  to  real  or  personal  prop¬ 
erty  or  any  Interest  therein  heretofore 
or  hereafter  acquired  by  the  Commis¬ 
sioner  pursuant  to  the  provisions  of  the 
National  Housing  Act  or  pursuant  to  an 
agreement  with  another  agency  or 
agencies  of  the  United  States,  and  to 
consent  to  the  assignment  of  the  interest 
of  the  contract  purchaser  under  a  con¬ 
tract  for  deed  and  to  the  substitution  of 
mortgagor  under  a  mortgage  held  by  or 
entrusted  to  the  Commissioner. 

(x)  To  execute  applications  and  other 
documents  in  connection  with  any  func¬ 
tion  which  the  Federal  Housing  Admin¬ 
istration  may  perform  for  any  other 
agency  or  agencies  of  the  United  States. 

(y)  To  endorse  loss  drafts  and  checks 
for  settlement  of  claims  for  Insurance 
losses  on  Insured  mortgages  and  Com¬ 
missioner-held  mortgages,  both  home 
and  multifamily. 

(z)  To  make  findings  and  recommen¬ 
dations  and  take  appropriate  action  in 
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cases  relatlag  to  the  correction  of  struc¬ 
tural  defects  In  houses  financed  with 
Insured  mortgages. 

(aa)  To  certify  the  eligibility  of  indi¬ 
vidual  tenants  for  rent  supplement  pay¬ 
ments,  to  execute  contracts  for  rent  sup¬ 
plement  payments,  to  approve  a  change 
in  amount,  a  change  in  terms,  or  any 
other  modification  in  the  contracts  for 
rent  supplement  payments. 

(bb)  To  make  the  high  cost  determi¬ 
nations  for  the  Federal  National  Mort¬ 
gage  Association  prescribed  in  section 
305(g)  of  the  National  Housing  Act. 

(cc)  To  make  contracts  for  interest 
assistance  payments  under  sections  235 
and  236  of  the  National  Housing  Act  and 
to  approve  change  in  amount,  change  in 
term,  or  any  other  modification  in  such 
contracts. 

§  200.96  Field  Ofliee  Directors,  Deputy 
Directors  and  Assistant  Directors; 
and  Director,  Multifamily  Housing 
Insuring  Office  (New  York). 

To  the  position  of  Field  Oflftce  Director, 
and  to  each  of  them;  and  to  the  position 
of  Deputy  Field  Office  Director,  and  to 
each  of  them;  and  to  the  position  of  As¬ 
sistant  Field  Office  Director,  and  to  each 
of  them;  and  with  respect  to  insurance 
and  servicing  of  multifamily  housing 
project  mortgages  to  the  position  of  Di¬ 
rector,  Multifamily  Housing  Insuring 
Office  (New  York) ,  there  is  delegated  the 
following  duties  and  functions; 

(a)  The  duties  and  functions  as  set 
forth  in  §  200.95. 

(b)  To  act  for  the  Commissioner  in 
determining  applicable  mortgage  limits 
for  communities  in  the  insuring  office 
Jurisdiction  for  all  mortgage  insurance 
programs  for  which  the  Commissioner 
is  authorized  to  increase  basic  mortgage 
limits  provided  by  law  where  cost  levels 
so  require. 

(c)  To  make  reservations  of  contract 
authority  for  interest  assistance  under 
section  235  of  the  National  Housing  Act 
and  to  modify  or  cancel  such  reserva¬ 
tions  of  contract  authority. 

(d)  To  approve  loans  under  section 
106  of  the  Housing  and  Urban  Develop¬ 
ment  Act  of  1968  subject  to  the  avail¬ 
ability  of  funds,  and  imder  section  207 
of  the  Appalachian  Regional  Develop¬ 
ment  Act  of  1965,  as  amended,  subject 
to  the  availability  of  funds  and  concur¬ 
rence  of  the  Appalachian  Regional  Com¬ 
mission  and  to  approve  waiver  of  Interest 
on  loans  made  to  nonprofit  organizations 
imder  the  Appalachian  Regional  Devel¬ 
opment  Act  of  1965. 

§  200.97  Assistant  Commissioner  for 
Field  Operations  and  Deputy;  As¬ 
sistant  Commissioner  for  Home 
Mortgages  and  Deputy;  Assistant 
Commissioner  for  Property  Improve¬ 
ment  and  Deputy;  and  the  Assistant 
Commissioner  for  Multifamily  Hous¬ 
ing  and  Deputy  and  Division  Direc¬ 
tors  under  tlieir  supervision. 

To  the  positions  of  Assistant  Commis¬ 
sioner  for  Field  Operations  and  hla 
Deputy;  and  as  they  apply  to  home  mort¬ 
gage  Insurance  operations  to  the  posi¬ 
tions  of  Assistant  Commissioner  for 
Home  Mortgages  and  his  Deputy;  and 
as  they  apply  to  property  Improvemenit 
loans  imder  section  2  of  title  I  of  the 
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National  Housing  Act  to  the  positions  of 
Assistant  Ck>mmissioner  for  Property  Im¬ 
provement  and  his  Deputy;  and  as  they 
apply  to  multifamily  housing  mortgages 
to  the  positions  of  Assistant  Commis¬ 
sioner  for  Multifamily  Housing  and  his 
Deputy,  and  as  they  apply  to  multifamily 
housing  project  mortgage  servicing  to 
the  positions  of  Director,  Project  Mort¬ 
gage  Servicing  Division,  and  his  Deputy 
and  to  the  positions  of  branch  chief  and 
to  each  of  them  under  their  supervision, 
and  as  they  apply  to  project  mortgage  in¬ 
surance  initiation  to  the  positions  of  Di¬ 
rector,  Project  Mortgage  Insurance 
Division,  and  his  Deputy  and  to  the  (>061- 
tions  of  branch  chief  and  to  each  of  them 
under  their  supervision,  there  is  dele¬ 
gated  the  following  duties  and  functions. 

(a)  To  exercise  the  authority  of  the 
Commissioner  under  the  Administrative 
Regulations  pursuant  to  any  section  or 
title  of  the  National  Housing  Act  in  any 
instance  requiring  the  approval  of  the 
Commissioner. 

(b)  (1)  To  approve  the  insurance  of 
mortgages  taken  as  security  in  connec¬ 
tion  with  the  sale  of  properties  con¬ 
veyed  to  the  Federal  Housing  Commis¬ 
sioner. 

(2)  To  the  positions  in  this  section 
there  are  delegated  the  duties  and  func¬ 
tions  as  set  forth  in  §  200.95. 

§  200.98  Chief  Underwriter  and  Deputy, 
Chief  Mortgage  Credit  Examiner  and 
Deputy,  Chief  Appraiser  and  Deputy, 
Commitment  Appraiser,  and  Com¬ 
mitment  Mortgage  Credit  Examiner. 

To  the  positions  of  Chief  Underwriter, 
Deputy  Chief  Underwriter,  CThlef  Mort¬ 
gage  CTredit  Examiner,  D^uty  C^i^ 
Mortgage  Credit  Examiner,  (Thief  Ap¬ 
praiser,  Deputy  Chief  Appraiser,  and  to 
each  of  them,  and  with  respect  to  the 
issuance  of  commitments  to  the  positions 
of  Commitment  Appraiser  and  Commit¬ 
ment  Mortgage  Credit  Examiner,  and  to 
each  of  them,  there  is  delegated  the 
following  duties  and  fimctions: 

(a)  To  issue  commitments  for  insur¬ 
ance  under  any  home  mortgage  insur¬ 
ance  program  and  to  approve  modifica¬ 
tions  of  such  commitments  for  insurance. 

(b)  To  make  the  high  cost  determi¬ 
nations  for  the  Federal  National  Mort¬ 
gage  Association  prescribed  in  section 
305(g)  of  the  National  Housing  Act. 

§  200.99  Real  Property  Officer. 

To  the  position  of  Real  Property  Officer 
and  to  each  of  them  there  is  delegated 
the  duties  and  functions  as  set  forth  in 
paragraphs  (v)  and  (w)  of  §  200.95. 

§  200.100  Qoeing  Clerk. 

To  the  p>osltion  of  (Tlosing  Clerk  and 
to  each  of  them  there  is  delegated  the 
duty  and  function  to  execute  in  the  name 
of  the  Commissioner,  as  authorized 
agent,  mortgage  insurance  certificates 
under  any  home  mortgage  program  and 
any  other  documents  requiring  the  sig¬ 
nature  of  the  authorized  agent  incident 
to  completion  of  the  closing  of  the  mort¬ 
gage  lnsur«ince  transaction. 

§  200.103  Division  Directors  and  tlieir 
superiors;  Field  Office  Directors, 
Deputies,  and  Assistants,  and  others. 

To  the  position  of  Assistant  Commis¬ 
sioner  and  Deputy  Assistant  Commis¬ 


sioner,  Special  Assistant  and  Deputy 
Special  Assistant,  Assistant  to  the  Com¬ 
missioner,  Defense  Coordinator,  Division 
Director  and  Deputy  Division  Director, 
Field  Office  Director,  Deputy  Field  Office 
Director,  Assistant  Field  Office  Director, 
there  is  delegated  the  duty  and  function 
to  certify  that  official  long  distance  tele¬ 
phone  calls  made  were  necessary  in  the 
interest  of  the  Government,  pursuant  to 
31  U.S.C.  680a  (section  4  of  the  Act  ap¬ 
proved  May  10,  1939,  53  Stat.  738) . 

§  200.104  Qassified  Information  Con¬ 
trol  Officer. 

To  the  position  of  Classified  Informa¬ 
tion  Control  Officer  there  is  delegated  the 
following  duties  and  fimctions: 

(a)  To  receive  all  classified  informa¬ 
tion  addressed  to  the  Federal  Housing 
Administration  and  to  be  responsible  for 
the  proper  dissemination  thereof. 

(b)  To  safeguard  all  classified  infor¬ 
mation  in  accordance  with  established 
security  standards. 

(c)  To  keep  all  officials  of  the  FHA 
advised  of  security  standards  and  re¬ 
quirements  with  respect  to  the  safe¬ 
guarding  and  dissemination  of  classified 
information. 

§  200.105  Personnel  Security  Officer 
and  Deputy. 

To  the  position  of  Personnel  Security 
Officer  and  under  his  direction  and  su¬ 
pervision  to  the  position  of  Deputy  Se¬ 
curity  Officer  there  is  delegated  the 
following  duties  and  functions: 

(a)  To  be  responsible  for  the  estab¬ 
lishment  and  administration  of  a  secu¬ 
rity  program  in  the  Federal  Housing 
Administration. 

(b)  To  participate  in  conferences  and 
discussions  as  the  security  representative 
of  the  FHA  with  officials  of  other  govern¬ 
ment  agencies  for  the  punx>se  of  making 
effective  the  National  Personnel  Security 
Program. 

(c)  To  clear  personnel  of  the  FHA  for 
sensitive  positions. 

(d)  To  evaluate  security  reports  and 
to  take  final  action  in  security  cases  of 
all  types. 

(e)  To  participate  in  proceedings  be¬ 
fore  security  hearing  boards  in  any  In¬ 
stance  where  an  FHA  employee  is 
involved. 

(f )  To  prepare  reports  and  releases  as 
required  by  the  Attorney  General  and 
the  (Tivll  Service  Commission  in  the 
administration  of  the  FHA  security 
program. 

§  200.106  Assistant  Commissioner  for 
Field  Operations  and  Deputy;  HUD 
Regional  Administrators  and  Assist¬ 
ant  Regional  Administrators  for 
FIIA;  Directors,  Deputy  Directors, 
Assistant  Directors,  Administrative 
Officers,  Chief  Clerks,  and  Service 
Office  Supervisors  in  ITIA  Field  Of¬ 
fices;  and  Assistant  Commissioner 
for  Administration  and  Deputy. 

(a)  To  the  Assistant  Commissioner  for 
Field  Operations  and  Deputy;  HUD  Re¬ 
gional  Administrators  and  Assistant  Re¬ 
gional  Administrators  for  FHA;  Direc¬ 
tors,  Deputy  Directors,  Assistant  Direc¬ 
tors,  Adminisrative  Officers,  Chief  (Tlerks, 
and  Service  Office  Supervisors  in  FHA 
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Field  OfiBces;  and  the  Assistant  Commis¬ 
sioner  for  Administration  and  Deputy, 
pursuant  to  5  U.S.C.  16a,  there  is  dele¬ 
gated  the  authority  to  administer  the 
oath  required  by  section  1757,  Revised 
Statutes,  as  amended  (5  U.S.C.  16) ,  inci¬ 
dent  to  entrance  into  the  executive 
branch  of  the  Federal  Government,  or 
any  other  oath  required  by  law  in  con¬ 
nection  jvith  employment  therein,  such 
oath  to  be  administered  without  charge 
or  fee  and  to  have  the  same  force  and 
effects  as  oaths  administered  by  officers 
having  seals. 

(b)  The  authority  of  this  section 
covers  the  administration  of  Appoint¬ 
ment  Affidavits,  Standard  Form  61,  and 
oaths  to  witnesses  In  any  matter  pend¬ 
ing  before  the  United  States  Civil  Serv¬ 
ice  Commission. 

§  200.107  National  emergency. 

To  all  Field  Office  Directors,  Deputy 
Directors,  Assistant  Directors,  and  Chief 
Underwriters  there  is  delegated,  imme¬ 
diately  upon  declaration  by  the  President 
of  a  national  emergency  or  in  event  of 
an  enemy  attack,  authority  to  designate 
certifying  officers  and  to  revoke  such  des¬ 
ignations  and  to  execute  and  submit  to 
the  Treasury  Department  necessary 
statements  and  schedules  with  respect 
thereto,  pursuant  to  Public  Law  389,  ap¬ 
proved  December  29,  1941  (31  U.S.C. 
82b-82e),  and  the  standards  and  proce¬ 
dures  of  the  Secretary  of  the  Treasury 
thereimder.  This  authority  shall  be  ex¬ 
ercised  only  in  the  event  the  Commis¬ 
sioner  is  unable  to  act  in  his  official 
capacity. 

§  200.108  Director  Management  and 
Operations  Assistance  Division  and 
Deputy. 

To  the  position  of  Director  of  the 
Management  and  Operations  Assistance 
Division  and  under  his  general  supervi¬ 
sion  to  the  position  of  Deputy  Director 
of  the  Management  and  Operations  As¬ 
sistance  Division,  there  is  delegated  the 
following  basic  authority  and  functions: 

(a)  To  act  for  the  Assistant  Secretary- 
Commissioner  in  the  following  Instances: 

(1)  In  approving  the  settlement  of 
tort  claims  for  and  against  the  Assistant 
Secretary-Commissioner. 

(2)  In  approving  the  settlement  of 
claims  not  exceeding  $6,500  made  by  em¬ 
ployees  for  damage  or  loss  of  personal 
property  occurring  Incident  to  perform¬ 
ing  Government  service. 

(3)  In  executing  releases  or  other  in¬ 
struments  required  in  connection  with 
the  settlement  of  claims  under  subpara¬ 
graphs  (1)  and  (2)  of  this  p£u:agraph. 

(b)  [Reserved] 

(c)  To  execute  as  Contracting  Officer 
contracts  for  credit  reports  and  to  issue 
orders  for  publication  of  notices  and  ad¬ 
vertisements  in  newspapers,  magazines, 
and  periodicals  for  securing  such 
contracts. 

(d)  To  approve  for  payment  travel 
and  other  expenses  incidental  to  the 
transfer  of  an  employee  to  a  new  duty 
station,  as  provided  in  the  Administra¬ 
tive  Expenses  Act. 
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§  200.109  Regional  Administrators,  Dep¬ 
uty  Regional  Administrators,  and  the 
Assistant  Regional  Administrator,  Re¬ 
gion  VIII  (Denver),  Housing  Produe- 
tion  and  Mortgage  Credit. 

To  the  position  of  Regional  Adminis¬ 
trator,  and  to  each  of  them,  except  the 
Regional  Administrator,  Region  VII,  and 
to  the  position  of  Assistant  Regional  Ad¬ 
ministrator  for  FHA,  and  to  each  of  them 
under  the  general  supervision  of  the  ap¬ 
propriate  Regional  Administrator  there 
is  assigned  authority  as  follows: 

(a)  To  allocate  below  market  interest 
rate  funds  to  eligible  section  221(d)(3) 
projects  and  to  make  reservations  of 
contract  authority  for  rent  supplements 
and  for  interest  assistance  imder  section 
236  of  the  National  Housing  Act  and  to 
modify  or  cancel  such  allocations  and 
reservations. 

(b)  To  approve  or  disapprove  the 
eligibility  of  nonprofit  sponsors  and  non¬ 
profit  mortgagors. 

(c)  To  recommend  to  the  Assistant 
Commissioner  for  Programs  approval  of 
applications  for  financial  assistance  and 
approval  of  waiver  of  repayment  of  loans 
made  under  section  207  of  the  Appa¬ 
lachian  Regional  Development  Act  of 
1965,  as  amended. 

(d)  To  approve  or  disapprove,  follow¬ 
ing  initial  endorsement,  increases  in 
project  mortgage  amounts  recommended 
or  referred  by  FHA  field  offices. 

The  Regional  Administrator,  Region 
m,  will  exercise  the  authority  assigned 
imder  this  paragraph  for  the  Puerto  Rico 
Jurisdiction. 

(e)  To  approve  or  disapprove  loans 
for  housing  for  the  elderly  or  handi¬ 
capped  under  section  202  of  the  Housing 
Act  of  1959  and  to  make  contracts  and 
execute  documents  in  connection  there¬ 
with  and,  with  respect  to  project  appli¬ 
cations  filed  imder  section  202  of  the 
Housing  Act  of  1959  and  converted  to 
applications  for  mortgage  insurance  un¬ 
der  section  236  of  the  National  Housing 
Act,  to  determine  feasibility  under  sec¬ 
tion  236,  issue  commitments  for  mortgage 
Insurance  under  section  236,  Insure  such 
mortgages  pursuant  to  such  commit¬ 
ments,  including  approval  of  insured 
advances  during  construction,  and  in 
connection  with  section  202  loans  to  be 
converted  to  Insured  mortgages  under 
section  236,  to  assign  and  deliver  such 
mortgages  to  the  permanent  lender. 

(f)  The  duties  and  functions  as  set 
forth  in  $  200.118. 

§  200.110  (3hicf,  Valuation  Section,  and 
(ximmilment  Appraiser. 

To  the  position  of  Chief,  Valuation 
Section,  in  each  HUD  Area  Office,  and 
under  his  general  supervision  to  the  po¬ 
sition  of  Commitment  Appraiser,  there 
is  delegated  the  following  basic  authority 
and  function:  To  approve  conditional 
commitments  to  insure  1-  to  4-family 
housing  mortgages. 
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§  200.111  Oiief,  Mortgage  Credit  Sec¬ 
tion,  and  Commitment  Morigago 
Credit  Examiner. 

To  the  position  of  Chief,  Morts.iS- 
Credit  Section,  in  each  HUD  Area  Oilic?, 
and  mider  his  general  supervision  to 
the  position  of  Commitment  Mortgage 
Credit  Examiner,  there  is  delegated  the 
folloivlng  basic  authority  and  functions; 

(a)  To  approve  firm  commitments  for, 
and  to  make  interest  assistance  payment 
contracts  in  conjunction  with,  the  insur¬ 
ing  of  1-  to  4-family  housing  mortgages. 

(b)  To  grant  prior  credit  approval 
mider  the  provisions  of  title  I  of  the  Na¬ 
tional  Housing  Act  and  regulations 
thereunder, 

§  200.112  Cliief,  Finance  and  Mortgage 
Credit  Section. 

To  the  position  of  Chief,  Finance  and 
Mortgage  Credit  Section,  in  each  HUD 
Area  Office,  there  is  delegated  the  follow¬ 
ing  basic  authority  and  functions: 

(a)  To  make  interest  assistance  pay¬ 
ment  contracts. 

(b)  To  make  rent  supplement  con¬ 
tracts. 

§  200.11.3  Aisisistant  Director  for  Tc<-lini- 
cal  Services. 

To  the  position  of  Assistant  Director 
for  Technical  Services  in  each  HUD  Area 
Office,  there  is  delegated  the  following 
basic  authority  and  functions: 

(a)  To  direct  underwriting  processing 
for  the  insurance  of  mortgages  in  pro¬ 
grams  other  than  1-  to  4-family  housing 
and  establish  and  administer  related 
processing  target  dates  and  construction 
starting  dates,  to  approve  preliminary 
underwriting  determinations  and  recom¬ 
mend  their  acceptance  for  the  insurance 
of  mortgages  in  programs  other  than  1- 
to  4-family  housing,  to  approve  related 
construction  advances  and  change 
orders,  and  to  perform  the  functions 
and  exercise  the  authorities  as  set  forth 
in  §  200.112. 

(b)  To  approve  schematic  documents, 
ai'chitect’s  fees,  findings  (statutory  room 
cost) ,  final  plans  and  specifications,  con¬ 
struction  contract  awards,  memoranda 
of  acceptance  for  occupancy,  dates  of 
full  availability,  part  I  of  certificates  of 
completion,  preliminary  loan  requisi¬ 
tions,  development  loan  requisitions,  ad¬ 
ministrative  loan  requisitions,  actual 
development  cost  certifications,  and  all 
preliminary  technical  determinations, 
all  as  related  to  the  production  of  low- 
rent  public  housing. 

(c)  To  approve  preliminary  deter¬ 
minations  imderlying  acceptance  of  ap¬ 
plications.  construction  contract  awards, 
acceptance  of  final  inspections,  and  ac¬ 
ceptance  of  certificates  in  lieu  of  audit 
or  audit  reports,  all  as  related  to  the 
production  of  cellege  housing. 

§  200.114  A!4<>istant  Dirrrtor  for  Single 
Family  Mortgage  Insurance,  and 
Deputy. 

To  the  position  of  Assistant  Director 
for  Single  Family  Mortgage  Insurance  in 
each  HUD  Area  Office  and  under  his  gen¬ 
eral  supervision  to  the  position  of  Deputy 
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there  Is  delegated  the  following  basic  au¬ 
thority  and  functions: 

(a)  The  duties  and  functions  as  set 
forth  in  §S  200.110  and  200.111. 

(b)  To  establish  and  administer  1-  to 
4-family  housing  mortgage  insiu*ance 
application  processing  target  dates. 

(c)  To  approve  applications,  subdivi¬ 
sion  reports,  and  construction  changes 
related  to  the  production  of  1-  to  4- 
family  housing. 

§  200.115  Program  Manager  and  Multi- 
family  Housing  Representative. 

To  the  position  of  Program  Manager  in 
each  HUD  Area  Office  and  under  his  gen¬ 
eral  supervision  to  the  position  of  Multi¬ 
family  Housing  Representative  there  is 
delegated  the  following  basic  authority 
and  fimctions: 

(a)  To  direct  the  participation  in  and 
support  by  those  activities  in  the  Area 
Office  necessary  to  achieve  reqtiired  in¬ 
terprogram  coordination  in  dealing  with 
applications  for  (1)  mortgage  insurance 
in  programs  other  than  1-  to  4-famlly 
housing,  (2)  low-rent  public  housing, 
and  (3)  other  subsidized  housing  proj¬ 
ects. 

(b)  To  approve  findings  of  accept¬ 
ability  of  proposals  with  respect  to  their 
completeness,  compatibility  with  pro¬ 
gram  policy,  and,  as  applicable,  the  satis¬ 
faction  of  eligibility  criteria,  which  find¬ 
ings  adequately  support  his  recom¬ 
mendations  to  the  Director,  Production 
Division,  regarding  processing  priorities. 

§  200.116  Director,  Production  Divi¬ 
sion,  and  Deputy. 

To  the  position  of  Director,  Production 
Division,  in  each  HUD  Area  Office  and 
under  his  general  supervision  to  the  posi¬ 
tion  of  Deputy  there  is  delegated  the  fol¬ 
lowing  basic  authority  and  ftmetions: 

(a)  To  direct  all  activities  essential 
to  the  insurance  of  mortgages,  Including 
the  approval  of  determinations  support¬ 
ing  feasibility  letters,  commitments  and 
insurance  endorsements,  and  the  ap¬ 
proval  of  cost  certifications,  eligibility 
statements,  regulatory  agreements,  non¬ 
profit  sponsors  and  housing  consultants, 
all  as  related  to  mortgages  in  programs 
other  than  one-  to  four-family  housing; 
to  establish  and  monitor  adherence  to 
related  processing  priorities  and  sched¬ 
ules,  and  to  perform  the  fimctions  and 
exercise  the  authorities  set  forth  in 
§S  200.113,  200.114,  and  200.115. 

(b)  To  approve  preliminary  loan  con¬ 
tracts,  site  reports,  development  pro¬ 
grams,  Annual  Contributions  Contracts 
and  amendments  thereto  and  related 
third-party  contracts,  turnkey  housing 
proposals,  preliminary  contracts  of  sale, 
contracts  of  sale,  and  agreements  to 
lease,  all  as  related  to  the  production  of 
low-rent  public  housing. 

(c)  To  approve  loan  or  grant  agree¬ 
ments,  financing  plans  (grants),  loan 
disbursements,  final  inspections,  and 
certificates  in  lieu  of  audit  or  audit  re¬ 
ports,  all  as  related  to  the  production  of 
college  housing. 

(d)  To  approve,  cancel,  or  modify  the 
reservations  of  contract  authority  re¬ 
quired  for  subsidy  payments,  and  the  al- 
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locations  of  funds  for  Below  Market  In¬ 
terest  Bate  Loans,  all  as  related  to  the 
insuring  of  1-  to  4-family  and  multi¬ 
family  housing  mortgages. 

§  200.117  Director,  Housing  Services 
and  Property  Management  Division, 
and  Chief,  Property  Operations 
Branch. 

To  the  position  of  Director,  Housing 
Services  and  Property  Management 
Division,  in  each  HUD  Area  Office  and 
under  his  general  supervision  to  the 
position  of  Chief,  Property  Operations 
Branch,  there  is  delegated  the  following 
basic  authority  and  functions: 

(a)  To  establish  and  administer  sur¬ 
veillance  of  financial  institutions  regard¬ 
ing  the  servicing  of  1-  to  4-family  hous¬ 
ing  mortgages  essential  to  the  preven¬ 
tion  and  cure  of  delinquencies  as  well 
as  the  avoidance  of  defaults,  foreclosures, 
and  acquisitions. 

'(b)  To  consent  to  the  release  of  por¬ 
tions  of  mortgaged  property  from  the 
lien  of  the  mortgage. 

(c)  To  approve  mortgagee  requests  to 
obtain  title  by  deed  in  lieu  of  foreclosure 
to  property  covered  by  an  insured  home 
mortgage. 

(d)  To  assess  late  charges  against 
delinquent  mortgagors  under  Secretary- 
held  home  mortgages. 

(e)  To  direct  the  affairs  of  mortgagor 
corporations  when  control  has  been  as¬ 
sumed  by  the  Secretary  as  preferred 
stockholder. 

(f)  To  determine  the  need  for  and 
recommend  initiation  of  action  to  ac¬ 
quire  properties  under  defaulted  Secre¬ 
tary-held  home  mortgages  by  fore¬ 
closure. 

(g)  To  establish  and  administer  the 
surveillance  of  financial  institutions  re¬ 
garding  the  servicing  of  title  I  loans  es¬ 
sential  to  the  prevention  and  cure  of 
delinquencies  and  the  avoidance  of 
defaults  and  litigation. 

§  200.118  Area  Direelor  and  Deputy 
Art*  Director. 

To  the  position  of  Area  Director  in 
each  HUD  Area  Office  and  under  his 
general  supervision  to  the  position  of 
Deputy  there  is  delegated  the  following 
basic  authority  and  functions: 

(a)  To  administer  the  activities  of  the 
Area  Office  for  insuring  mortgages  with¬ 
in  the  assigned  Insuring  Jurisdiction,  to 
administer  the  low-rent  and  other  hous¬ 
ing  production  activities  of  the  Area 
Office,  and  to  perform  the  fimctions  and 
exercise  the  authorities  set  forth  in 
S:  200.116  and  200.117. 

(b)  To  approve  applications,  feasibility 
letters,  conditional  commitments,  firm 
commitments,  initial  and  final  endorse¬ 
ments  for  insurance  pursuant  to  such 
commitments,  project  mortgage  increases 
prior  to  or  in  conjunction  with  final  en¬ 
dorsement,  insurance  fee  refunds  and  ad¬ 
justments  pursuant  to  outstanding  fiscal 
Instructions,  requests  from  sponsors  for 
section  106  seed  money  loans  or  grants, 
and  Appalachian  207  loans. 

(c)  To  approve  applications  for  pro¬ 
gram  reservations  and  preliminary  loans, 
to  approve  ACX)  (Annual  Contributions 
(Contract)  Lists  and  amendments  thereto. 


to  approve  part  n  of  certificates  of  com¬ 
pletion  or  consolidated  certificates,  and 
to  terminate  ACC’s  (Annual  Contribution 
Contracts),  all  as  related  to  the  produc¬ 
tion  of  low-rent  public  housing. 

(d)  To  approve  reservations  of  funds 
for  college  housing. 

Subpart  E — Mortgage  Insurance 
Procedures  and  Processing 
§  200.140  Scope  of  subpart. 

This  subpart  is  confined  to  general 
procedures  and  processing  covering 
mortgage  insurance  irrespective  of  the 
particular  program  Involved.  More  spe¬ 
cific  information  regarding  procedures 
and  processing,  including  variances  un¬ 
der  the  several  titles  and  sections  of  the 
National  Housing  Act,  are  treated  in 
other  provisions  of  this  chapter. 

§  200.141  Procedure  in  general. 

All  mortgage  Insurance  programs  in¬ 
volve  four  basic  steps.  First,  applica¬ 
tions  for  Insurance;  second,  commit¬ 
ments  for  Insurance;  third.  Insurance 
endorsements;  and  fourth,  claims  for 
losses. 

Appucation  for  Insurancx 
§  200.142  Form  and  filing. 

Any  financial  institution  approved  by 
the  Commissioner  as  a  mortgagee  may 
apply  for  mortgage  insurance.  The  ap¬ 
plication  form  may  be  obtained  from  any 
Federal  Housing  Administration  field 
office.  The  application  must  be  sub¬ 
mitted  to  the  office  having  Jurisdiction 
over  the  area  in  which  the  property 
described  in  the  application  and  offered 
as  security  is  located. 

§  200.143  Purpose  and  content. 

Every  application,  whether  for  Insur¬ 
ance  of  a  home  type  or  project  type 
mortgage,  sets  forth  the  required  infor¬ 
mation  to  enable  FHA  to  determine  eli¬ 
gibility  under  a  particular  program. 
The  eligibility  consideration  covers  three 
general  areas  as  follows: 

(a)  The  eligibility  of  the  proposed  loan 
under  the  statute,  i.e.,  term,  interest 
rate,  mortgage  amount,  and  ratios  of 
loan  to  value  or  replacement  cost. 

(b)  The  eligibility  of  the  property  with 
respect  to  compliance  with  FHA  statu¬ 
tory  and  regulatory  requirements. 

(c) (1)  'The  eligibility  of  the  mort¬ 
gagor  with  regard  to  the  mortgagor’s 
ability  to  carry  and  pay  the  proposed 
mortgage  debt. 

(2)  Applications  are  designed  to  meet 
the  requisites  of  the  several  programs. 
Accordingly,  the  applications  will  call  for 
certain  supplemental  information,  such 
as  drawings  and  specifications,  financial 
statements,  exhibits  and  other  informa¬ 
tion  appropriate  to  enable  the  FHA  to 
make  the  necessary  determinations  con¬ 
cerning  eligibility. 

§  200.144  Fees. 

Each  application  must  be  accompanied 
by  a  fee  for  examination  in  an  amount 
in  effect  on  the  date  the  application  is 
filed  as  indicated  by  the  regulations  cov¬ 
ering  the  particular  insurance  program. 
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§  200.145  Technical  analysis  and  under* 
writing  processing. 

(a)  When  an  application  for  mortgage 
Insurance  Is  received  in  the  Field  Office 
It  Is  recorded  and  a  receipt  Issued  there* 
for.  The  proposed  transaction  Is  then 
analyzed  to  determine  whether  the  appli¬ 
cation  and  supporting  information  is  in 
proper  form  for  imderwriting  processing. 

(b)  Underwriting  processing  involves 
consideration  of  the  elements  having  to 
do  with  eligibility  for  insurance  includ¬ 
ing  review  of  the  planning,  construction, 
and  specifications,  cost  estimation  and 
valuation,  and  credit  analysis.  The  find¬ 
ings  are  included  in  a  report  and  recom¬ 
mendation  which  is  the  basis  for  the 
commitment. 

§  200.146  Acceptance,  rejection  and  re* 
consideration. 

(a)  If  an  application  for  mortgage  in¬ 
surance  meets  the  eligibility  require¬ 
ments  a  commitment  for  insurance  is 
issued. 

(b)  If  the  application  for  mortgage 
Insurance  is  not  eligible  for  processing 
or  does  not  qualify,  this  fact  is  reported 
to  the  applicant  together  with  the  rea¬ 
son  for  the  rejection. 

(c)  A  rejected  application  for  mort¬ 
gage  insurance  may  be  reconsidered  upon 
written  request  to  the  Field  Office  which 
rejected  the  application. 

Commitment  for  Insurance 
§  200.147  Issuance  of  comniitnicnt. 

After  a  determination  that  the  mort¬ 
gagor  and  the  property  offered  for  se¬ 
curity  meets  the  standards  and  require¬ 
ments  as  to  eligibility,  a  commitment  is 
prepared  and  forwarded  over  the  sigma- 
ture  of  the  Authorized  Agent  to  the  ap¬ 
proved  mortgagee  setting  forth  the 
terms  and  conditions  under  which  the 
mortgage  transaction  will  be  insured. 
The  commitment  is  a  binding  contract 
between  the  FHA  and  the  mortgagee  pre¬ 
senting  the  application. 

§  200.148  Types  of  commitments. 

(a)  Home  mortgages.  In  connection 
with  home  mortgages  the  commitment 
issued  may  be  conditional  or  firm. 

(1)  Conditional  commitment.  A  con¬ 
ditional  commitment  is  requested  in  a 
case  where  the  mortgagor  is  unknown 
and  therefore  cannot  be  specified  in  the 
application.  The  Commissioner  agrees 
to  insure  a  mortgage  on  si>eclfied  prop¬ 
erty  in  an  amount  and  tmder  the  terms 
specified,  provided  the  property  is  sold 
to  a  purchaser  who  is  satisfactory  to  the 
FHA  as  a  borrower. 

(2)  Firm  commitment.  A  firm  com¬ 
mitment  is  requested  where  the  mort¬ 
gagee  desires  insurance  of  a  mortgage 
on  specified  property  with  a  named 
mortgagor  in  an  amoimt  and  on  terms 
set  forth  in  the  commitment. 

(b)  Project  mortgages.  In  connection 
with  project  mortgages  the  mortgagee 
may  specify  which  of  two  types  of  com¬ 
mitments  he  desires. 

(1)  Commitment  for  insurance  of  ad¬ 
vances.  A  commitment  for  insurance  of 
advances  specifies  that  the  FHA  will 


insure  construction  advances,  subject  to 
compliance  with  the  commitment  terms. 

(2)  Commitment  to  insure  upon  com¬ 
pletion.  A  commitment  to  insure  upon 
completion  does  not  include  construction 
advances,  but  provides  that  the  FHA 
will  Insure  the  mortgage  upon  completion 
of  the  project  subject  to  compliance  with 
the  commitment  terms. 

§  200.149  Terms  and  conditions. 

(a)  The  commitment  sets  forth  the 
exact  conditions  under  which  the  FHA 
will  insure  the  mortgage  loan.  It  indi¬ 
cates  the  maximum  eligible  term  of 
years,  the  amount  of  such  loan,  the  inter¬ 
est  rate  and  the  amount  of  the  monthly 
installment,  including  principal  and  in¬ 
terest.  In  addition,  in  connection  with 
proposed  construction  there  may  be  pro¬ 
vision  for  structural  requirements  and 
the  number  and  type  of  inspections  nec¬ 
essary.  In  the  case  of  project  mortgages, 
the  commitment  may  indicate  a  schedule 
of  advances  which  will  be  insured  upon  a 
finding  that  such  advances  are  made  in 
accordance  with  the  commitment. 

(b)  A  commitment  is  for  a  definite 
period  of  time  and  contains  cancellation 
conditions  which  permit  FHA  to  cancel 
the  commitment  in  case  of  non-com¬ 
pliance  with  its  terms.  Upon  full  com¬ 
pliance  with  the  terms  of  the  commit¬ 
ment  instrument,  the  FHA  is  legally 
bound  to  endorse  the  mortgage  for  in¬ 
surance. 

Insurance  Endorsement 
§  200.150  Request  for  endorsement. 

When  all  conditions  of  the  commit¬ 
ment  are  fully  met  the  commitment,  to¬ 
gether  with  all  supporting  documents 
such  as  the  note,  mortgage  and  any  other 
exhibits  as  reqviired  by  the  terms  of  the 
commitment,  are  returned  to  the  FHA 
by  the  mortgagee  with  request  for  en¬ 
dorsement  for  insurance. 

§  200.151  Final  review. 

Upon  receipt  of  a  request  for  endorse¬ 
ment  the  FHA  makes  a  final  review  of  the 
commitment  and  the  supporting  docu¬ 
ments  to  determine  that  all  are  in  proper 
order  and  that  the  terms  and  conditions 
have  been  fully  performed. 

§  200.152  Endorsement  for  insurance. 

When  it  has  been  determined  that  the 
terms  and  conditions  of  the  commitment 
have  been  fully  complied  with,  the  FHA 
insures  the  mortgage  and  evidences  the 
insurance  by  the  Authorized  Agent’s 
signature  in  the  endorsement  panel  on 
the  mortgage  note  which  is  then  re¬ 
turned  to  the  mortgagee.  After  this  en¬ 
dorsement  the  mortgagee  is  entitled  to 
the  benefits  of  insurance  subject  to  com¬ 
pliance  with  the  administrative  regula¬ 
tions  which  are,  in  effect,  a  part  of  the 
insurance  contract. 

Claims  for  Losses 
§  ^00.153  Presentation  of  claim. 

In  the  event  of  a  default  of  an  insured 
mortgage  the  mortgagee  presents  a  claim 
for  insurance  benefits.  The  applicatlcm 


form  for  debentures  and  certificate  of 
claim  may  be  obtained  from  the  Head¬ 
quarters  Office  in  Washington  and  is 
filed  with  the  FHA  Comptroller  in  Wash¬ 
ington,  D.C. 

§  200.154  Notice  of  default. 

Upon  default  in  a  mortgage  the  mort¬ 
gagee  submits  a  notice  of  default  status 
to  the  FHA  Insuring  Office  having  juris¬ 
diction  over  the  area  wherein  the  mort¬ 
gage  security  is  located. 

§  200.155  Oaim  requirements. 

To  perfect  its  claim  for  payment  the 
mortgagee  is  required  either  to  assign  the 
mortgage  to  the  Commissioner  or  tender 
to  him  a  good  merchantable  title  to  the 
property  covered  by  the  insured  mort¬ 
gage.  In  the  home  mortgage  programs 
the  mortgagee  is  required  to  foreclose 
the  insured  mortgage  and  obtain  title 
to  the  property  imder  a  deed  conveying 
good  merchantable  title.  In  project 
mortgage  programs  the  foregoing  proce¬ 
dure  may  be  followed  or  the  mortgagee 
has  an  alternative  option  to  assign  the 
project  mortgage  to  the  Commissioner. 
If  the  latter  option  is  exercised  the  claim 
for  insurance  is  reduced  by  one  percent 
df  the  amount  of  the  mortgage. 

§  200.156  Settlement  of  claims. 

Upon  approval  of  title  conveyance 
thereof  and  delivery  of  possession  of  the 
property  to  the  Commissioner,  deben¬ 
tures  and  a  certificate  of  claim  are  issued 
to  the  mortgagee  in  accordance  with  a 
computation  provided  by  statute  for  the 
particular  program.  The  debentures  in¬ 
clude  an  amoimt  equal  to  the  unpaid 
principal  of  the  mortgage  plus  certain 
other  items  such  as  advances  made  for 
hazard  insurance,  payment  of  taxes,  FHA 
mortgage  insurance  premium  and  a  por¬ 
tion  of  foreclosure  expenses.  The  terms 
of  the  statute  strictly  control  the 
amoimts  which  may  be  allowed  in  deben¬ 
tures.  Certain  expenditures  made  by  the 
mortgagee,  not  allowed  in  the  debentures, 
are  included  in  the  certificate  of  claim. 

§  200.157  Provisions  and  charactcristirs 
of  debentures. 

(a)  Series  and  fund.  Debentures  are 
issued  in  appropriate  series  and  are  the 
obligation  of  and  issued  in  the  name  of 
the  particular  mortgage  insurance  fund 
under  which  the  mortgage  is  insured. 

(b)  Registration,  denomination  and 
execution.  Debentures  are  issued  in  reg¬ 
istered  form  and  in  denominations  of 
$50,  $100,  $500,  $1,000,  $5,000  and  $10,000. 
Debentures  are  signed  by  the  Federal 
Housing  Commissioner  by  facsimile  sig¬ 
nature  and  imprinted  with  the  seal  of 
the  Federal  Housing  Admhiistratlon. 

(c)  Rate  of  interest  and  interchange- 
ability.  Debentures  carry  a  rate  of  in¬ 
terest  prescribed  by  the  Commissioner 
but  not  in  excess  of  an  annual  rate  de¬ 
termined  by  the  Secretary  of  the  Treas¬ 
ury  in  accordance  with  a  prescribed 
statutory  formula  involving  yields  or 
prices  of  outstanding  marketable  obli¬ 
gations  of  the  United  States.  Deben¬ 
tures  of  the  same  series  bearing  the  same 
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Interest  rate  and  having  the  same  ma¬ 
turity  date  shall  be  freely  Interchange¬ 
able  between  the  various  authorized  de¬ 
nominations. 

(d)  Negotiability  and  redemption. 
Debentures  are  negotiable  and  are  fully 
guaranteed  as  to  principal  and  Interest 
by  the  United  States.  Debentures  are 
redeemable  on  call  Issued  by  the  Com¬ 
missioner. 

(e)  Payment  of  principal  and  interest. 
Principal  and  Interest  of  debentures  shall 
be  payable  when  due  at  the  Treasury 
Department,  Washington.  D.C.,  or  at  any 
Government  agency  or  agencies  In  the 
United  States  which  the  Secretary  of  the 
Treasury  may  from  time  to  time  desig¬ 
nate  for  that  purpose.  The  principal  and 
Interest  shall  be  payable  to  the  registered 
owner  whose  name  shall  be  Inscribed  on 
the  debentures  or  to  the  assignee  as 
shown  by  executed  assignments. 

(f)  Transfer  and  use — (1)  In  general. 
Debentures  are  fully  transferable  and 
may  be  freely  sold  or  assigned.  They 
may  be  used  by  approved  mortgagees  In 
lieu  of  cash  for  payment  of  PHA  mort¬ 
gage  Insurance  premiums. 

(2)  Mutual  Mortgage  Insurance  Fund 
debentures.  Debentures  of  the  Mutual 
Mortgage  Insurance  Fimd  may  be  used 
to  pay  mortgage  Insxirance  premiums  on 
mortgages  Insured  under  sections  203(b) , 
203(h),  and  203(1),  of  the  National 
Housing  Act. 

(3)  Cooperative  Management  Housing 

Insurance  Fund  debentures.  Debentures 
which  are  the  obligation  of  the  Coopera¬ 
tive  Management  Housing  Insurance 
Fund  may  be  used  to  pay  premlxims  on 
mortgages  and  loans  which  are  Insured 
under  that  Fund.  Where  the  Insurance 
of  a  mortgage  or  loan  Is  transferred  from 
the  General  Insurance  Fund  to  the  Co¬ 
operative  Management  Housing  Insur¬ 
ance  Fund,  or  where  a  mortgage  or  loan 
Is  endorsed  for  Insurance  pursuant  to  a 
commitment  transferred  to  the  Coopera¬ 
tive  Management  Housing  Insurance 
Fund,  debentures  issued  In  connection 
with  such  mort^ige  or  loan  may  be  used 
to  pay  Insurance  premiums  of  either  the 
Cooperative  Management  Housing  In¬ 
surance  Fund  or  the  General  Insurance 
Fund.  I 

(4)  General  Insurance  Fund  and  de¬ 
bentures  of  other  funds.  Debentures  of 
the  General  Insurance  Fhmd  and  those 
debentures  Issued  as  obligations  of  mort¬ 
gage  Insurance  fimds  and  accounts  In 
existence  prior  to  the  enactment  of  the 
Housing  and  Urban  Development  Act  of 
1965  (other  than  the  Mutual  Mortgage 
Insurance  Fund)  which  are  transferred 
by  the  1965  Act  to  the  General  Insurance 
Fund  may  be  used  to  pay  mortgage  Insur¬ 
ance  premiums  only  on  the  following 
mortgages  and  loans: 

(I)  Those  which  are  the  obligation  of 
the  General  Insurance  Fund. 

(II)  Those  transferred  from  the  Gen¬ 
eral  Insurance  Fimd  to  the  Cooperative 
Management  Housing  Insurance  Fund. 

(III)  Those  endorsed  for  Insurance 
pursuant  to  commitments  transferred  to 
the  (Cooperative  Management  Hou^ng 
Insurance  Fund. 


§  200.158  Applicability  of  Treasi^  reg¬ 
ulations  to  debenture  transactions. 

The  United  States  Treasury  Depart¬ 
ment  is  the  agent  for  the  Commissioner 
In  connection  with  transactions  and  op¬ 
erations  relating  to  debentures.  The 
general  regulations  of  the  United  States 
Treasury  Department  governing  trans¬ 
actions  and  operations  In  United  States 
registered  bonds,  and  the  payment  of  In¬ 
terest  thereon,  are  adopted,  so  far  as  ap¬ 
plicable,  as  the  regiilations  of  the  Com¬ 
missioner  for  similar  transactions  and 
operations  In  debentiues.  Including  the 
pasrment  of  Interest  on,  with  the  follow¬ 
ing  exceptions: 

(a)  Payment  of  final  interest  on  ma¬ 
turing  or  called  debentures.  If  the  notice 
of  maturity  or  call  for  redemption  shall 
so  provide,  the  final  installment  of  in¬ 
terest  payable  on  any  debentures  at  ma¬ 
turity  or  earlier  redemption  date  may 
be  paid  with  the  principal  In  accordance 
with  the  assignments  on  the  debentxires 
Instead  of  by  separate  check  drawn  to 
the  order  of  the  registered  payee  and 
forwarded  to  him  at  his  address  of 
record. 

(b)  Closing  of  transfer  books.  If  the 
call  for  redemption  sh^  so  provide,  the 
books  maintained  by  the  Treasury  De¬ 
partment  may  be  closed  against  trans¬ 
fers  and  denominational  exchanges  in 
debentures  for  three  full  months  pre¬ 
ceding  any  interest  pa3mient  date  with 
respect  to  any  debentures  called  for  re¬ 
demption  on  such  Interest  payment  date. 

(c)  Detached  assignments.  Detached 
assignments  shall  be  recognized  and  ac¬ 
cepted  In  any  ];>articular  case  In  which 
the  use  of  detached  assignments  Is  spe¬ 
cifically  authorized  by  the  Treasriry  De¬ 
partment.  Any  assignment  not  made 
iipon  the  debentures  is  considered  a  de¬ 
tached  assignment. 

(d)  Assignments  by  corporations  for 
redemption  for  their  oum  account.  A  de¬ 
benture  registered  In  the  name  of,  or 
assigned  to,  a  corporation  will  be  paid  to 
such  corporation,  at  maturity  or  earlier 
redemption  date,  upon  an  appropriate 
assignment  for  that  purpose  executed  on 
behalf  of  the  corporation  by  a  duly  au¬ 
thorized  officer  thereof.  An  assignment 
so  executed  and  duly  attested  to  In  ac¬ 
cordance  with  Treasury  Department  reg¬ 
ulations  will  ordinarily  be  accepted  with¬ 
out  proof  of  the  officer’s  authority.  In 
all  cases  within  this  exception,  payment 
will  be  made  only  by  check  drawn  to  the 
order  of  the  corporation. 

§  200.159  Relief  on  account  of  lost, 
stolen,  destroyed,  mutilated  or  de¬ 
faced  debentures. 

The  statutes  of  the  United  States  and 
the  regulations  of  the  Treasury  Depart¬ 
ment  governing  relief  on  account  of  the 
loss,  theft,  destruction,  mutilation  or  de¬ 
facement  of  United  States  securities,  so 
far  as  applicable  and  as  necessarily 
modified  to  relate  to  debentures,  aye 
adopted  as  the  regiilatlons  of  the  Com¬ 
missioner  for  the  Issuance  of  substitute 
debentures  or  the  payment  of  lost,  stolen, 
destroyed,  mutilated  or  defaced  deben¬ 
tures. 


§  200.160  Redemption  of  debentures 
prior  to  maturity. 

Debentures  shall,  at  the  option  of  the 
Commissioner  and  with  the  approval  of 
the  Secretary  of  the  Treasury,  be  re¬ 
deemable  at  par  plus  accrued  interest  on 
any  semiannual  Interest  payment  date 
on  3  months’  notice  of  redemption  given 
In  such  manner  as  the  Commissioner 
shall  prescribe.  The  debenture  Interest 
on  the  debentures  called  for  redemption 
shall  cease  on  the  semiannual  interest 
pasonent  date  designated  In  the  call 
notice.  The  Commissioner  may  Include 
with  the  notice  of  redemption  an  offer 
to  purchase  the  debentures  at  par  plus 
accrued  interest  at  any  time  during  the 
period  between  the  notice  of  redemption 
and  the  redemption  date.  If  the  deben¬ 
tures  are  purchased  by  the  Commissioner 
after  such  call  and  prior  to  the  named 
redemption  date,  the  debenture  Interest 
shall  cease  on  the  date  of  purchase. 

§  200.161  Adminislration  of  debenture 
transactions. 

The  Secretary  of  the  Treasury  or  the 
Acting  Secretary  of  the  Treasury  is  au¬ 
thorized  and  empowered,  on  behalf  of 
the  Commissioner,  to  administer  the 
regulations  governing  any  transactions 
and  operations  in  debentures,  to  do  all 
things  necessary  to  conduct  such  trans¬ 
actions  and  operations,  and  to  delegate 
such  authority  at  his  discretion  to  other 
officers,  employees,  and  agents  of  the 
United  States  Treasury  Department.  At 
his  discretion  the  Secretary,  the  Under 
Secretary,  or  any  Assistant  Secretary  of 
the  Treasury  acting  by  direction  of  the 
Secretary,  is  authorized  to  waive  any 
such  reg^ation  on  behalf  of  the  Com¬ 
missioner  in  any  particular  case  where 
a  similar  regulation  of  the  Treasury  De¬ 
partment  with  respect  to  United  States 
bonds  or  Interest  thereon  would  be 
waived. 

§  200.162  Certificates  of  claim. 

The  certificate  of  claim  Issued  to  the 
mortgagee  at  the  time  debentures  are 
Issued  constitutes  an  agreement  by  the 
PHA  that  after  the  FHA  has  recovered 
Its  investment  in  a  particular  property 
any  excess  over  and  above  such  invest¬ 
ment  is  available  for  payment  on  the 
certificate  of  claim.  Certificates  of  claim 
bear  Interest  at  the  rate  of  3  percent  per 
annum. 

Subpart  F — Property  Improvement 

Loan  Procedures  and  Processing 

Loan  Transaction 

§  200.165  Lender’s  application  for  in¬ 
surance. 

Any  financial  institution  which  has 
qualified  as  an  approved  lender  may 
apply  to  the  Federal  Housing  Admin¬ 
istration  for  insurance  against  losses  on 
accoimt  of  personal  loans  made  for  alter¬ 
ations,  repairs  or  improvements  upon  or 
in  connection  with  existing  structures 
which  substantially  protect  or  improve 
basic  livability  or  utility  as  well  as  In¬ 
surance  against  losses  in  connection  with 
the  building  of  new  nonresidential  farm 
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and  non-farm  structures.  The  maxi¬ 
mum  principal  amount  of  such  loans  is 
set  forth  in  section  2,  Title  I  of  the  Na¬ 
tional  Housing  Act. 

§  200.166  Lending  area. 

(a)  The  Federal  Housing  Administra¬ 
tion  expects  a  qualified  lender  to  confine 
its  Property  Improvement  loan  business 
to  the  trading  area  usually  served  by  the 
institution  in  its  normal  operations.  The 
lender  must  be  in  a  position  to  investi¬ 
gate  credits,  make  spot  checks  of  the  im¬ 
provements  being  financed,  and  have  its 
own  employee  or  qualified  representative 
make  personal  contact  with  delinquent 
borrowers. 

(b)  Prospective  borrowers  may  obtain 
a  list  of  qualified^enders  in  the  p^icular 
area  by  writing  to  the  Federal  Housing 
Administration  field  office  in  the  locality 
or  to  the  Headquarters  Office  in  Wash¬ 
ington,  D.C.  Prescribed  forms  for  use  in 
connection  with  Property  Improvement 
loans  are  made  available  by  lenders. 

§  200.167  Credit  investigation  of  bor* 
rower. 

Property  Improvement  loans  are  pri¬ 
marily  character  loans,  and  the  credit 
standing  and  credit  instrument  of  the 
borrower  are  of  primary  importance.  In 
accepting  a  contract  of  insurance  the 
lender  assumes  the  responsibility  of  ap- 
plpring  sound  principles  in  the  evaluation 
of  credit.  The  borrower  applicant  must 
furnish  the  lender  with  an  executed 
credit  application  on  a  form  approved  by 
the  CommLssioner  and  disclosing  infor¬ 
mation  sufficient  to  satisfy  the  lender 
that  the  applicant  represents  an  accept¬ 
able  credit  risk,  including  information 
that  the  loan  is  for  the  alteration,  repair 
or  Improvement  of  property  in  which  the 
borrower  has  an  eligible  interest  as 
owner  or  lessee.  The  determination  as 
to  the  eligibility  of  a  loan  for  insurance 
and  the  approval  of  borrower’s  credit  and 
all  other  details  of  the  transaction  are 
handled  by  the  lender,  without  prior  ex¬ 
amination  or  approval  of  the  transaction 
by  the  Federal  Housing  Administration, 
except  as  spjecifically  required  by  the 
regulations. 

§  200.168  Ollior  roquironients  for  a 
Property  Improvement  loan. 

The  note  or  other  evidence  of  the  ob¬ 
ligation  taken  by  the  insured  must  be 
valid  and  enforceable  against  the  bor¬ 
rower  and  must  be  payable  in  install¬ 
ments.  The  borrower  must  have  either 
a  fee  title,  life  estate,  a  purchaser’s  inter¬ 
est  in  a  land  contract,  or  a  lease  having 
a  fixed  term  expiring  not  less  than  six 
calendar  months  after  the  maturity  of 
the  loan.  The  fee  title  or  life  estate  may 
be  subject  to  a  mortgage  or  other  lien. 
The  regulations  provide  maximiun  matu¬ 
rity  and  maximum  amounts  for' loans  of 
various  classes  and  sets  forth  maximum 
financing  charges  and  certain  items 
which  are  considered  ineligible  for  loans. 

§  200.169  Direct  borrower  loans. 

The  Property  Improvement  loan  may 
be  initiated  by  a  borrower  who  gives  his 
credit  application  directly  to  a  Icmder. 
The  proceeds  of  a  loan  thus  made  are 


delivered  directly  to  such  borrower  with¬ 
out  the  intervention  or  participation  of 
a  dealer  or  other  intermediary. 

§  200.170  Loan  through  a  dealer. 

Also  eligible  as  Property  Improvement 
loans  are  dealer-originated  cases  where 
the  dealer  or  contractor  first  obtains  a 
credit  application  for  the  loan  frmn  the 
borrower  and,  after  completing  the  work, 
has  a  note  and  completion  certificate 
signed  by  the  borrower.  The  dealer  pre¬ 
sents  these  documents  to  the  lender  and 
receives  the  proceeds  of  the  loan,  after 
the  lender  determines  that  the  transac¬ 
tion  is  eligible  for  insurance.  The  Fed¬ 
eral  Housing  Administration  does  not 
approve  dealers  for  participation  in  the 
Property  Improvement  loan  program. 
This  is  a  responsibility  of  the  lender 
which  by  investigation  must  determine 
that  the  dealer  is  reliable,  financially 
responsible  and  qualified  to  perform  sat¬ 
isfactorily  the  work  to  be  financed  and 
is  equipped  to  extend  proper  service  to 
the  customer.  The  lender  also  makes 
the  initial  determination  that  the  trans¬ 
action  is  or  is  not  insurable. 

§  200.171  Notice  to  borrower. 

At  least  six  calendar  days  prior  to 
making  disbursement  to  a  dealer  the 
lender  is  required  to  give  the  borrower 
written  notice  of  the  Insured’s  intention 
to  disburse  the  proceeds  of  the  loan  if 
the  application  is  approved.  Although 
the  borrow’er  need  not  acknowledge  re¬ 
ceipt  of  the  notice  the  lender  must  have 
a  record  of  having  mailed  or  delivered 
such  notice. 

Disbursement 

§  200.172  Disbursement  of  proceeds  to 
dealer. 

In  connection  with  all  loans  not  made 
directly  to  the  borrower,  the  lender  must 
have  investigated  and  approved  the 
dealer  and  have  In  its  possession,  prop¬ 
erly  signed  and  dated : 

(a)  Completion  certificate  signed  by 
borrower  Indicating  work  or  materials 
have  been  satisfactorily  completed  or 
delivered  by  dealer. 

(b)  Copy  of  dealer’s  contract  or  sales 
agreement  signed  by  borrower  and  dealer 
describing  the  type  and  extent  of  Im¬ 
provements  to  be  made  and  the  material 
to  be  used. 

(c)  Borrower’s  authorization  certlfl- 
cate,  If  note  is  payable  to  lender. 

§  200.173  Disbursement  of  proceeds  to 
borrower. 

The  lender  may  disburse  the  proceeds 
of  the  note  directly  to  the  borrower  by 
cash,  by  check  or  money  order  drawn 
solely  In  favor  of  the  borrower,  or  by 
crediting  the  borrower’s  account.  In 
such  transactions,  the  dealer  does  not 
participate  in  the  disbursement  In  any 
manner  and  the  borrower,  has  complete 
control  of  the  funds  at  all  times. 

Report  and  Reserve 
§  200.174  Report  of  loans. 

Within  31  da3rs  after  the  loan  is  made 
or  the  note  Is  purchased  from  the  dealer 
the  lender  submits  to  the  Federal  Hous¬ 


ing  Administration  individual  reports 
setting  forth  on  a  prescribed  form  the 
details  of  each  transaction.  This  infor¬ 
mation,  Including  the  name  of  the  bor¬ 
rower,  the  location  of  the  property,  the 
amount  of  loan  advanced,  the  finance 
charges,  the  date  of  the  note,  and  the 
terms  of  payment  Is  the  basis  for  com¬ 
puting  the  Insurance  premium  which  will 
be  due  and  payable  by  the  lender  and  is 
the  official  record  of  the  transaction 
with  the  Administration.  This  report 
results  in  the  automatic  insurance  of  the 
loan  as  soon  as  the  required  Insurance 
premium  Is  paid. 

§  200.175  Insurance  charge. 

The  regulations  provide  for  an  annual 
Insurance  charge  based  on  a  fractional 
percentage  of  the  net  proceeds  of  each 
loan  reported  for  Insurance.  TTie  lender 
is  billed  once  a  month  on  all  loans  re¬ 
ported  for  Insurance  during  the  previous 
period  the  receipt  of  which  have  been 
acknowledged  by  the  Commissioner. 

§  200.176  Insurance  reserves. 

For  each  lender  holding  a  contract  of 
Insurance,  there  Is  established  by  the 
Federal  Housing  Administration  a  gen¬ 
eral  Insurance  reserve  the  amoimt  of 
which  Is  based  upon  the  number  of  loans 
the  Institution  reports  for  Insurance  dur¬ 
ing  certain  periods.  For  each  eligible 
loan  reported  by  a  lender  and  accepted 
for  Insurance.  10  percent  of  the  net  pro¬ 
ceeds  of  the  loan  Is  credited  to  the  lend¬ 
ers’  Insurance  reserve.  The  cumulative 
credits  to  the  Insurance  reserve  for  each 
lender  thus  equals  10  percent  of  the  net 
amount  advanced  by  It  on  all  eligible 
loans  and  affords  Insurance  against 
losses  on  Its  overall  lending  operation. 

Claims  foe  Reimbursement  for  Loss 
§  200.177  Qaims  for  payment. 

Claim  for  reimbursement  for  loss  on  an 
eligible  Property  Improvement  loan  may 
be  made  to  the  Federal  Housing  Admin¬ 
istrator  by  the  lender  after  the  bor¬ 
rower’s  default,  provided  denmnd  has 
been  made  for  the  full  unpaid  balance  of 
the  note.  The  claim  must  be  made 
within  a  prescribed  period  and  be  ac¬ 
companied  by  the  lender’s  complete 
credit  and  collection  file  for  the  trans¬ 
action.  The  note  and  any  security  held 
or  Judgment  taken  must  be  duly  as¬ 
signed  to  the  United  States.  An  ex¬ 
amination  and  audit  of  each  claim  is 
made  to  determine  compliance  with  the 
provisions  of  the  National  Housing  Act 
and  the  regulations. 

§  200.178  Amount  of  claim. 

(a)  After  It  has  been  determined  that 
the  loan  and  the  lender’s  claim  for  loss 
are  eligible,  the  lender  is  reimbursed  by 
a  United  States  Treasury  check  for  90 
percent  of  the  loss  sustained  on  the  de¬ 
faulted  obligation.  In  addition,  the 
lender  may  be  reimbursed  as  provided  by 
the  regulations  for  a  certain  proportion 
of  attorney’s  fees  and  uncollected  court 
costs  arising  out  of  efforts  to  collect  the 
note. 

(b)  If  the  claim  Is  disapproved  the 
lender  is  notified  of  the  basis  of  such 
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disapproval,  with  return  to  it  of  the 
insuiunce  premium  and  all  related 
pac>ers  and  documents.  Appeal  for  re¬ 
consideration  of  disapproval  may  be  had 
by  addressing  a  written  request  to  Head¬ 
quarters  Office  in  Washington.  D.C. 

§  200.179  Establishment  of  account. 

The  moneys  derived  from  premium 
charges  and  all  moneys  collected  as  fees 
of  any  kind  in  connection  with  insur¬ 
ance  of  financial  institutions,  and  all 
moneys  derived  from  the  sale,  collection, 
disposition,  or  compromise  of  any  debt, 
contract,  claim,  property  or  security  as¬ 
signed  or  held  by  the  Commissioner  are 
deposited  in  an  accoimt  in  the  Treasury 
of  the  United  States,  which  account  is 
available  for  defraying  the  operating  ex¬ 
penses  of  the  Federal  Housing  Adminis¬ 
tration  in  connection  with  insurance  of 
financial  Institutions  and  any  amounts 
in  such  account  which  are  not  needed 
for  such  purpose  are  available  for  the 
pa3nnent  of  claims  in  connection  with  the 
Insurance  granted  under  the  statute. 

Subpart  G— Official  Records 
[Reserved] 

Subpart  H — Enforcement  Remedies 
Refusal  or  Pakticifation 
§  200.190  Authority  of  Director. 

Any  official  designated  by  the  Commis¬ 
sioner  as  the  Director  of  a  Field  Office  Is 
authorized  to  refuse  the  benefits  of  par¬ 
ticipation  (either  directly  as  a  borrower, 
or  indirectly  as  a  builder,  contractor, 
dealer,  salesman,  or  sales  agent  for  a 
builder,  contractor  or  dealer)  under  title 
I.  n.  VI,  vn.  vm,  ix,  x,  or  xi  of  the 
National  Housing  Act  to  any  individual, 
firm,  i>artnershlp,  association,  trust,  or 
corporation,  that  the  Director  deter¬ 
mines: 

(a)  Has  knowingly  or  willfully  vio¬ 
lated  any  provision  of  the  Act  or  any 
regulation  issued  thereimder,  or  any 
provision  of  Title  in  of  the  Servicemen’s 
Readjustment  Act  of  1944,  as  amended, 
or  of  any  regulation  Issued  by  the  Ad¬ 
ministrator  of  Veterans’  Affairs  there¬ 
imder,  or 

(b)  Has,  in  connection  with  any 
construction,  alteration,  repsdr  or  im¬ 
provement  work  financed  with  assistance 
imder  the  Act  or  Title  m  of  the  Service¬ 
men’s  Readjustment  Act  of  1944,  as 
amended,  or  In  connection  with  con¬ 
tracts  or  financing  relating  to  such  work, 
violated  any  Federal  or  State  penal 
statute,  or 

(c)  Has  failed  materially  to  properly 
carry  out  contractual  obligations  with 
respect  to  the  completion  of  construc¬ 
tion,  alteration,  repair,  or  Improvement 
work  financed  with  assistance  under  the 
act  or  Title  HI  of  the  Servicemen’s  Re¬ 
adjustment  Act  of  1944,  as  amended. 

§  200.191  Notice. 

Before  any  determination  is  made  to 
refuse  any  person  or  firm  the  benefits  of 
participation,  notice  of  the  proposed  de¬ 
termination  in  writing  and  signed  by  the 
Director  shall  be  mailed  to  the  last 
known  address  of  the  Interested  person 


or  firm  by  registered  mall,  return  receipt 
requested. 

§  200.192  Hearing,  request. 

Any  person  or  firm  that  has  been  noti¬ 
fied  of  a  proposed  determination  is  en¬ 
titled  to  request  an  opportunity  to  be 
heard  and  to  be  represented  by  counsel. 
Any  such  request  shall  be  made  in  writ¬ 
ing  addressed  to  the  Director  of  the  Of¬ 
fice  from  which  it  was  received.  The  let¬ 
ter  to  the  Director  may  also  include  a 
request  for  written  notice  specifying 
charges  in  reasonable  detail.  The  re¬ 
quest  for  an  opportunity  to  be  heard 
shall  be  made  within  ten  days  from  the 
date  of  receipt  of  notice  of  the  proposed 
determination.  If  at  the  end  of  such 
ten-day  period,  no  request  has  been  re¬ 
ceived,  the  Director  may  assume  that  an 
opportunity  to  be  heard  is  not  desired, 
and  may  proceed  in  the  manner  provided 
in  §  200.194  to  notify  the  interested  per¬ 
son  or  firm  of  his  determination. 

§  200.193  Hearing,  time  and  place. 

Upon  receipt  of  a  request  for  an  oppor¬ 
tunity  to  be  heard,  the  Director  shall 
arrange  a  timely  hearing.  Notice  of  the 
time  and  place  of  such  hearing  shall  be 
in  writing,  transmitted  by  registered 
mail,  return  receipt  requested,  and  shall 
include  a  statement  indicating  the  in¬ 
formal  nature  of  the  proceedings  and 
their  purpose. 

§  200.194  Determination. 

After  the  i>erson  or  firm  against  whom 
action  is  proposed  has  been  afforded  an 
opportimity  to  be  heard,  the  Director 
sh^  make  his  determination  on  the  pre¬ 
ponderance  of  the  evidence.  ’The  Direc¬ 
tor  shall  obtain  the  approval  of  the  Com¬ 
missioner  before  making  a  final  deter¬ 
mination  withdrawing  the  approval  of 
an  approved  mortgagee  or  terminating  a 
lender’s  insurance  contract  under  Title 
I  of  the  Act.  Notice  of  such  determina¬ 
tion  shall  be  made  in  writing,  signed  by 
the  Director,  and  transmitted  by  regis¬ 
tered  mail,  return  receipt  requested. 
’The  Director’s  determination  shall  be 
final  and  conclusive. 

§  200.195  Rescission  and  reinstatement. 

Any  person  or  firm  debarred  from 
the  benefits  of  participation  may  in  writ¬ 
ing  request  reinstatement.  The  proce¬ 
dures  for  reinstatement  are  substantially 
similar  to  those  invoked  in  the  Initial 
proceedings.  In  reaching  his  determina¬ 
tion  regarding  reinstatement  the  Direc¬ 
tor  must  be  satisfied  that  the  original 
wrongful  act  has  been  righted  and  also 
be  persuaded  from  the  assurances  of  the 
party  concerned  that  he  imderstands 
the  requirements  of  the  statutes  and  the 
administrative  rules  and  regulations  and 
that  he  will  comply  with  them  in  the 
future.  When  a  debarment  has  been 
rescinded  a  report  thereof  is  forwarded 
to  Headquarters  Office  in  Washington, 
D.C.,  and  the  party  reinstated  receives 
a  notice  of  such  reinstatement. 

Unsatisfactory  Risk  Determination 
§  200.200  Basis  of  action. 

Any  Field  Office  Director  may  reject  an 
application  for  mortgage  Insurance  on 


the  ETTOuiids  of  unsound  credit  or  unsat¬ 
isfactory  past  experience.  Applications 
will  be  rejected  where  pwet  experience 
with  the  proposed  borrower,  builder  or 
other  participant  in  the  mortgage  trans¬ 
action  Indicates  that  his  previous  con¬ 
duct  or  method  of  doing  business  has 
teen  such  that  his  i>articipation  in  the 
transaction  would  make  it  unacceptable 
from  the  underwriting  standpoint  of  an 
insurer.  The  Unsatisfactory  Risk  Deter¬ 
mination  action  is  usually  temporary  in 
nature  and  may  be  followed  in  aggra¬ 
vated  cases  by  the  application  of  section 
512  procedures  as  set  forth  in  §  200.190 
et  seq. 

§  200.201  Invitation  to  conference. 

The  purpose  of  the  application  of  Un¬ 
satisfactory  Risk  Determination  proce¬ 
dure  is  to  obtain  a  correction  of  the  con¬ 
ditions  giving  rise  to  the  administrative 
action.  Accordingly,  a  person  against 
whom  administrative  action  Is  being  con¬ 
sidered  is  usually  extended  an  invitation 
to  discuss  the  matter  with  the  Director 
looking  toward  corrective  action  on  the 
part  of  those  involved.  Such  an  invita¬ 
tion  is  not  extended  if  action  is  taken 
during  investigation  or  pending  court 
proceedings. 

§  200.202  Determination  notice. 

When  it  is  determined  that  a  person  is 
an  unsatisfactory  risk,  the  Director  will 
notify  such  person  by  sending  a  regis¬ 
tered  letter  to  his  last  known  address, 
stating  the  date  on  which  such  Unsatis¬ 
factory  Risk  Determination  Is  effective, 
a  brief  informal  statement  of  the  reasons 
for  the  same,  and  the  name  of  the  in¬ 
dividual  firm,  its  officers  and  principal 
stockholders. 

§  200.203  Reinstatement. 

Reinstatement  of  persons  and  firms 
whose  applications  or  requests  have  been 
rejected  imder  Unsatisfactory  Risk  De¬ 
termination  procedure  is  within  the  dis¬ 
cretion  of  the  Director.  The  Director 
may  entertain  any  proposal  whereby  Uie 
persons  or  firms  affected  make  arrange¬ 
ments  which  will  correct  the  conditions 
leading  to  the  original  determination. 
The  arrangements  for  corrective  action 
include  proper  assurances  of  future  com¬ 
pliance  in  specified  matters  and  agree¬ 
ment  to  abide  by  all  applicable  FHA 
regulations.  Satisfactory  corrective  ac¬ 
tion  having  been  taken  the  Unsatisfac¬ 
tory  Risk  Determination  is  rescinded 
and  withdrawn  and  the  persons  and 
firms  are  reinstated. 

’Title  I  Precautionary  Measures 
§  200.205  Basis  of  action. 

In  order  to  protect  homeowners  and 
to  avoid  increased  insurance  risks,  the 
Field  Office  Director  will  assist  lending 
institutions  in  their  efforts  to  supervise 
and  control  the  activities  of  dealers  and 
salesmen  originating  mobile  home  and 
property  improvement  loans  where  there 
are  Involved  Irregularities  or  disregard 
for  the  statute  and  regulations.  The 
Director  wUl  determine  the  corrective 
action  appropriate  in  the  circumstances. 
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§  200.206  Inquiry  nolire  and  explana¬ 
tion. 

Upon  receipt  of  information  Indicat¬ 
ing  imscrupulous  and  unethical  prac¬ 
tices  or  other  conduct  that  tends  to  un¬ 
duly  increase  insurance  risks  on  the  part 
of  a  dealer  or  salesman,  the  Director  will 
arrange  for  a  prompt  inquiry  by  a  mem¬ 
ber  of  his  staff.  After  the  inquiry,  the 
dealer  or  salesman  is  informally  advised 
in  writing  of  the  proposed  determination 
by  the  Director.  The  dealer  or  salesman 
may  then  request  an  opportunity  to  give 
his  version  of  the  surrounding  circum¬ 
stances  and  answer  or  explain  any 
derogatory  charges  or  allegations  made 
in  coimection  with  his  mobile  home  or 
property  improvement  loan  operations. 

§  200.207  Determination. 

When  it  has  been  determined  that  pre¬ 
cautionary  measures  are  to  be  insti¬ 
tuted  against  a  dealer  or  salesman  the 
Director  submits  a  recommendation  to 
that  effect  to  the  Headquarters  Office  In 
Washington,  D.C.,  for  consideration.  If 
the  recommendation  is  approved  the 
dealer,  salesman,  insiu’ed  institution, 
lending  institution  and  Insuring  offices 
will  be  so  advised. 

§  200.208  Rescinding  actions. 

The  Director  may  rescind  precaution¬ 
ary  measures  actions  if  he  has  satisfied 
himself  that  the  dealer  or  salesman  can 
and  will  conduct  his  future  operations 
In  accordance  with  the  letter  and  spirit 
of  the  Act  and  the  Title  I  regulations. 
The  Director  will  forward  his  recommen¬ 
dation  regarding  any  rescission  to  Head¬ 
quarters  Office  in  Washington,  D.C.. 
which  will  mail  the  rescission  letter  to 
all  who  received  the  original  precau¬ 
tionary  letter. 

Subpart  I — Nondiscrimination  and 
Fair  Housing 

.  §  200.300  Nuiidiscriiiiinalion  and  fair 
housing  policy. 

The  regulations  in  this  subpart  are 
prescribed  pursuant  to  the  pro\dsions  of 
Executive  Order  11063,  issued  by  the 
President  under  date  of  November  20, 
1962,  and  title  VI  of  the  Civil  Rights  Act 
of  1964  and  title  VIH  of  the  Civil  Rights 
Act  of  1968  prohibiting  discrimination 
and  providing  for  fair  housing  and  di¬ 
recting  the  Secretary  to  administer  Hous¬ 
ing  and  Urban  Development  programs 
and  activities  in  a  manner  affirmatively 
to  further  these  policies. 

§  200.305  Notice  to  public. 

Participants  in  insurance  programs  of 
the  Federal  Housing  Administration 
shall  be  informed  of  the  established 
policy  on  nondiscrimination  and  equal 
opportunity  in  housing  and  in  group 
practice  facilities  through  all  appro¬ 
priate  means  and  as  early  as  possible  in 
their  negotiations  or  upon  indicating 
Interest  in  the  sponsorship  or  financing 
of  housing,  related  facilities,  and  group 
practice  facilities. 

§  200.310  Definition  of  “discriminatory 
practice’’. 

As  used  in  this  subpart,  the  term  “dis¬ 
criminatory  practice”  shall  mean  any 
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discrimination  because  of  race,  color, 
creed,  or  national  origin  in  lending  prac¬ 
tices  or  in  the  sale,  rental,  or  other  dis¬ 
position  of  residential  property  or  related 
facilities  and  group  practice  facilities,  or 
in  the  use  or  occupancy  thereof,  if: 

(a)  Such  i.)ro;.)erty  is  or  will  be  con¬ 
structed,  rehabilitated,  purchased  or  fi¬ 
nanced  with  the  proceeds  of  a  loan  or 
Investment  insured  under  the  provisions 
of  the  National  Housing  Act  pursuant 
to  an  application  for  mortgage  insur¬ 
ance  received  by  the  Commissioner  aftef 
November  20,  1962;  or 

(b)  Such  property  is  offered  for  sale 
under  terms  w'hlch  include  financing 
under  the  provisions  of  the  National 
Housing  Act  pursuant  to  an  application 
for  mortgage  instirance  received  by  the 
Commissioner  after  November  20,  1962; 
or 

(c)  Such  property  is  improved  with  a 
loan  reported  for  insurance  under  Title 
I  of  the  National  Housing  Act,  the  pro¬ 
ceeds  of  which  are  disbursed  after 
November  20,  1962;  or 

(d)  Such  property  is  owned  by  the 
Federal  Housing  Administration. 

§  200.315  Proliibitiun  against  discrim¬ 
inatory  practice. 

No  person,  firm,  or  other  entity  re¬ 
ceiving  the  benefits  of  Federal  Housing 
Administration  mortgage  insurance  or 
doing  business  with  the  Federal  Housing 
Administration  shall  engage  in  a  “dis¬ 
criminatory  practice”  as  such  term  is 
defined  in  this  subpart. 

§  200.320  Subdivision  report  and  multi¬ 
family,  land  development,  and  group 
practice  facilities  preapplicalion 
analysis. 

All  requests  for  a  subdivision  report 
under  home  mortgage  procedures  or  re¬ 
quests  for  preapplication  analysis  of 
multifamily,  land  development,  and  of 
group  practice  facilities  projects,  shall 
be  accompanied  by  a  statement  of  the 
applicant  in  which  he  agrees  to  comply 
with  the  regulations  in  this  subpart. 
The  statement  shall  be  in  a  form  satis¬ 
factory  to  the  Commissioner. 

§  200.325  Corporate  charters  and  regu¬ 
latory  agreements. 

Corporate  charters,  regulatory  agree¬ 
ments.  and  other  Instruments  relating 
to  multifamily,  land  development  and 
group  practice  facilities  projects,  In¬ 
sured  pursuant  to  applications  received 
after  November  20,  1962,  imder  which 
the  Commissioner  exercises  controls  over 
rentals  or  methods  of  operation  of  mort¬ 
gagors  participating  In  the  programs  of 
the  Federal  Housing  Administration 
shall  contain  provisions  requiring  com¬ 
pliance  with  the  regulations  in  this  sub¬ 
part.  * 

§  200.335  Provisions  in  legal  insiru- 
menu. 

Contracts  and  other  instruments  of 
the  nature  described  in  5§  200.310 
through  200.330  shall  contain  provisions 
to  the  effect  that  failure  or  refusal  to 
comply  with  the  regulations  in  this  sub¬ 
part  shall  be  a  proper  basis  for  future 
rejection  of  applications  and  refusal  by 
the  Federal  Housing  Administration  to 
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enter  into  contracts  with  or  insure  loans 
involving  persons,  firms  or  other  en¬ 
tities  Identified  with  such  failure  and 
refusal. 

§  200.310  Complaints  and  hearings. 

(a)  Upon  receipt  of  a  written  com¬ 
plaint  signed  by  the  complainant  to 
the  effect  that  any  person,  firm  or  other 
entity  has  engaged  in  a  discriminatory 
practice,  such  person,  firm  or  other  en¬ 
tity  shall  be  invited  to  discuss  the  mat¬ 
ter  in  an  informal  hearing  with  the  Field 
Office  Director  or  his  designee  having 
Jurisdiction. 

(b)  If  the  existence  of  a  dlscirimina- 
tory  practice  Is  denied  by  the  person, 
firm  or  other  entity  against  which  a 
complaint  has  been  made,  the  Field  Of¬ 
fice  Director  or  his  designee  shall  con¬ 
duct  such ‘inquiries  and  hearings  as  may 
be  deemed  appropriate  for  the  purpose 
of  ascertaining  the  facts. 

(c)  If  it  is  found  that  the  person, 
firm  or  other  entity  against  which  a  com¬ 
plaint  has  been  made  has  not  engaged 
in  a  discriminatory  practice,  the  parties 
concerned  shall  be  so  notified. 

(d)  If  it  is  found  that  there  has  been 
a  violation  of  the  regulations  In  this  sub¬ 
part,  the  person,  firm  or  otlier  entity  in 
violation  shall  be  requested  to  attend  a 
conference  for  the  purpose  of  discussing 
the  matter.  Failuxe  or  refusal  to  attend 
such  a  conference  shall  be  proper  basis 
for  the  application  of  sanctions. 

(e)  The  conference  arranged  for  dis¬ 
cussing  a  violation  shall  be  conducted 
in  an  Informal  manner  and  shall  have 
as  its  primary  objective  the  elimination 
of  the  discriminatory  practice.  If  such 
practice  is  eliminated  and  satisfactory 
assurances  are  received  that  the  person, 
firm  or  other  entity  In  violation  will  not 
engage  In  such  practices  in  the  future, 
the  parties  concemced  shall  be  so 
notified. 

§  200.345  Sanctions. 

Failure  or  refusal  to  eliminate  a  dis¬ 
criminatory  practice  or  to  give  satis¬ 
factory  assurances  of  future  compliance 
with  the  requirements  of  this  subpart 
shall  be  proper  basis  for  applying  sanc¬ 
tions.  In  the  case  of  discrimination  In¬ 
volving  lending  practices,  the  sanction 
may  Include  the  withdrawal  of  the 
lender’s  approval  as  a  mortgagee.  In 
other  cases  the  sanctions  may  take  the 
form  of  placing  the  offender’s  name  on 
an  ineligible  list.  Applications  for  mort¬ 
gage  Insurance  shall  be  rejected  as  in¬ 
eligible  If  any  person,  firm  or  other  en¬ 
tity  Included  on  the  Ineligible  list  is 
Identified  In  any  manner  with  the  pro¬ 
posed  transaction. 

§  200.350  Appeals  from  findings  of 
Field  Office  Directors. 

Upon  vTitten  application,  a  complain¬ 
ant  or  a  person,  firm  or  other  entity 
against  which  a  complaint  has  been  filed 
imder  the  regulations  may  apply  to  the 
Commissioner  for  a  rehearing  or  a  rc- 
adjudication  of  the  action  taken  by  the 
Field  Office  Director.  Upon  receiving 
such  application,  the  Commissioner  may 
designate  a  representative  to  conduct  a 
hearing  and  to  make  a  report  of  find¬ 
ings.  The  Commissioner  may,  after  a 
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review  of  the  record  on  appeal,  reverse 
an  action  taken  by  the  Field  Office  Di¬ 
rector. 

§  200.355  Reinstatement. 

Reinstatement  of  restricted  persons, 
firms  or  other  entities  shall  be  within 
the  discretion  of  the  Commissioner  and 
under  such  conditions  as  he  may  pre¬ 
scribe. 

Subpart  J — Equal  Employment 
Opportunity 

§  200.400  Purpose. 

The  purpose  of  this  subpart  Is  to  assist 
in  achieving  the  aims  of  Part  m  of 
Executive  Order  11246  and  the  relevant 
regulations  of  ^e  Secretary  of  Labor  and 
the  Secretary  of  Housing  and  Urban 
Development. 

§  200.405  Notice  to  public. 

Participants  in  Insurance  programs 
imder  the  National  Housing  Act  shall  be 
Informed,  as  early  as  possible  upon  in¬ 
dicating  their  interest  in  any  such  pro¬ 
gram,  of  the  established  policy  of 
nondiscrimination  in  employment  in  con¬ 
struction,  repair  or  rehabilitation  work 
financed  with  assistance  imder  the  Act. 

§  200.410  Definition  of  term  **appli« 
cant”. 

(a)  In  any  mortgage  or  loan  insurance 
transaction  under  this  chapter  where  the 
Commissioner  will  control  the  mortgagor 
either  through  the  ownership  of  corpo¬ 
rate  stock  or  under  the  provisions  of  a 
regulatory  agreement,  the  term  “appli¬ 
cant”  as  used  in  §  200.415  shsdl  mean  the 
mortgagor. 

(b)  In  any  transaction  other  than  one 
specified  in  paragraph  (a)  of  this  sec¬ 
tion,  the  term  “applicant”  as  used  in 
§  200.415  shall  mean  the  developer,  or  the 
builder,  dealer  or  contractor  performing 
the  construction,  repair  or  rehabilitation 
work  for  the  property  owner. 

§  200.41 5  Agreement  of  applicant. 

An  applicant  shall,  prior  to  the  Com¬ 
missioner’s  issuance  of  any  commitment 
or  other  loan  approval,  agree  (in  a  form 
prescribed  by  the  Commissioner)  that 
there  shall  be  no  discrimination  against' 
anyone  who  is  employed  in  carrying  out 
work  receiving  assistance  pursuant  to 
this  chapter,  or  against  an  applicant  for 
such  emplosmient,  because  of  race,  color, 
religion,  sex  or  national  origin. 

§  200.420  Equal  opportunity  clause  to 
be  included  in  contracts  and  subcon¬ 
tracts. 

(a)  The  equal  opportunity  clause  pre¬ 
scribed  by  the  Commissioner  pursuant  to 
the  regulations  of  the  Secretary  of  Labor 
(41  CFR  Ch.  60)  shall  be  included  in 
each  nonexempt  contract  and  subcon¬ 
tract  for  work  receiving  FHA  assistance. 

(b)  Subcontracts  less  than  $50,000 
may  incorporate  by  reference  the  equ^ 
opportunity  clause. 

(c)  The  equal  opportunity  clause  shall 
be  deemed  to  be  a  p>art  of  each  non¬ 
exempt  contract  or  subcontract  whether 
or  not  it  is  physically  incorporated  in 
such  contract. 
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§  200.425  Exemptions. 

(a)  Transactions  of  $10,000  or  under. 
Contracts  and  subcontracts  not  exceed¬ 
ing  $10,000  are  exempt  from  the  require¬ 
ments  of  the  equal  opportimity  clause. 
No  contractor  or  subcontractor  shall  pro¬ 
cure  supplies  or  services  in  less  than 
usual  quantities  to  avoid  applicability  of 
the  equal  opportunity  clause. 

(b)  Contracts  and  subcontracts  for  in¬ 
definite  quantities.  Contracts  and  sub¬ 
contracts  for  indefinite  quantities  are 
exempt  from  the  requirements  of  the 
equal  opportunity  clause  if  the  amount 
to  be  ordered  in  a  single  year  under  amy 
such  contract  will  not  exceed  $10,000. 

(c)  Work  outside  the  United  States. 
Contracts  and  subcontracts  with  regard 
to  work  porformed  outside  the  United 
States  by  employees  who  were  not  re¬ 
cruited  within  the  United  States  are  ex¬ 
empt  from  the  requirements  of  the  equal 
opportunity  clause. 

(d)  Others.  Other  exemptions  set 
forth  in  the  regulations  of  the.Secretary 
of  Labor  at  41  CFR  60-1.5  apply  to  trans¬ 
actions  under  this  subpart. 

§  200.430  Sanctions. 

Failure  or  refusal  to  comply  and  give 
satisfactory  assurances  of  future  com¬ 
pliance  with  the  requirements  of  this 
subpart  shall  be  proper  basis  for  apply¬ 
ing  sanctions.  The  sanctions  shall  be 
applied  in  accordance  with  the  provi¬ 
sions  of  Executive  Order  11246  and  the 
relevant  regulations  of  the  Secretary 
of  Labor. 

Subpart  K — Correction  of  Structural 
Defects 

§  200.500  Purpose. 

The  pmrpose  of  this  subpart  is  to  ^ec- 
ify  the  terms,  conditions  and  t3rp>es  of 
assistance  that  the  Federal  Housing  Ad¬ 
ministration  will  render  to  an  eligible 
mortgagor  who  has  been  unable  to  se¬ 
cure  satisfactory  reconstruction  or  re¬ 
placement  of  structural  defects  in  his 
property. 

§  200.502  Application  for  assistance. 

An  application  for  assistance  in  the 
correction  of  structural  defects,  in  form 
satisfactory  to  the  Commissioner,  shall 
be  filed  by  a  mortgagor  under  an  FHA- 
insured  mortgage  with  the  Field  Office 
Director  having  Jurisdiction  over  the 
area  in  which  the  property  Is  located. 
The  application  shall  filed  not  later 
than  four  years  after  the  date  of  the 
first  mortgage  insurance  certificate  is¬ 
sued  in  connection  with  the  property. 
A  mortgagor  under  a  new  FHA  mort¬ 
gage  on  the  same  property  shall  be  en¬ 
titled  to  file  an  application  if  it  is  filed 
within  the  same  four-year  period  fol¬ 
lowing  the  date  of  the  first  insured 
mortgage  certificate. 

§  200.505  Nature  of  defect. 

Assistance  in  the  correction  of  struc¬ 
tural  defects  shall  be  available  only  in 
connection  with  a  structural  defect  in 
the  property  which  the  Commissioner 
has  determined  to  be  of  such  a  nature 
as  to  seriously  affect  the  livability  of  the 
property.  Such  assistance  shall  not  be 


available  where  the  defect  occurs  as  a 
result  of  fire,  earthquake,  flood,  tornado, 
or  waste. 

§  200.507  Eligibility  requirements. 

To  be  eligible  for  consideration  by  the 
Commissioner  for  receiving  assistance  in 
the  correction  of  structural  defects,  the 
mortgagor  must  establish  that: 

(a)  He  is  the  owner  of  a  one-  to  four- 
family  dwelling  covered  by  an  individual 
mortgage  that  was  insured  by  the  Com¬ 
missioner  after  September  2,  1964. 

(b)  The  dwelling  was  approved  for 
mortgage  insurance  prior  to  the  begin¬ 
ning  of  construction  and  was  inspected 
by  the  Commissioner  or  by  the  Veterans 
Administration. 

(c)  He  has  made  reasonable  efforts  to 
obtain  a  correction  of  a  structural  defect 
in  his  property  by  the  builder,  seller,  or 
other  persons,  and  that  the  defect  has 
not  been  corrected. 

§  200.510  Type  of  assistance. 

The  tire  of  assistance  in  the  correc¬ 
tion  of  structural  defects  to  be  rendered 
a  mortgagor  who  establishes  eligibility 
shall  be  determined  by  the  Commissioner. 
In  those  cases  where  the  Commissioner 
determines  it  is  appropriate  and  neces¬ 
sary,  he  may  take  any  of  the  actions  as 
follows: 

(a)  Pay  expenses  in  connection  with 
having  the  defect  corrected. 

(b)  Pay  the  claim  of  the  mortgagor 
for  corrected  damages  to  the  property 
arising  out  of  such  defect. 

(c)  Acquire  title  to  the  property  with 
the  approval  of  the  mortgagor  and  under 
such  terms  and  conditions  as  are  satis¬ 
factory  to  the  mortgagor. 

§  200.512  Subrogation  by  mortgagor. 

Where  the  Commissioner  has  taken 
action  as  provided  in  §  200.510,  any  legal 
rights  the  mortgagor  may  have  against 
the  builder,  seller,  or  other  persons,  aris¬ 
ing  out  of  the  defect  in  his  property  shall 
be  assigned  and  set  over  to  the  Com¬ 
missioner. 

§  200.515  Right  and  finality  of  determi¬ 
nation. 

The  mortgagor  shall  not  be  entitled, 
as  a  matter  of  right,  to  receive  the  assist¬ 
ance  in  the  correction  of  structural  de¬ 
fects  provided  in  this  subpart.  Any  de¬ 
termination  made  by  the  Commissioner 
in  connection  with  a  mortgagor's  appli¬ 
cation  for  assistance  shall  be  final  and 
conclusive  and  shall  not  be  subject  to 
judicial  review. 

Subpart  L — Correction  of  Structural  or 

Other  Defects  in  Homes  Covered  by 

Mortgage  Insurance  Under  Section 

235 

Authoritt:  The  provisions  of  this  Sub¬ 
part  L  Issued  \mder  sec.  518  (b)  and  (c), 
78  Stat.  783,  84  Stat.  1771;  12  U.S.C.  1735b, 

§  200.517  Purpo.«e. 

The  purpose  of  this  subpart  is  to 
specify  the  terms  and  conditions  under 
which  the  Secretary  will  consider  afford¬ 
ing  assistance  to  mortgagors  under  sec¬ 
tion  518(b)  of  the  National  Housing  Act 
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(added  by  section  104  of  the  Housing 
and  Urban  Development  Act  of  1970). 
§  200.520  Appliration  for  assislant-e. 

An  application  for  assistance  in  the 
correction  of  defects,  in  a  form  satis¬ 
factory  to  the  Secretary,  shall  be  filed 
by  or  on  behalf  of  an  eli^ble  mortgagor 
with  the  Area  or  Insuring  Ofiflce  Director 
having  jurisdiction  over  the  area  in 
which  the  property  is  located.  The  ap¬ 
plication  shall  be  filed  not  later  than  1 
year  after  the  insurance  of  the  mortgage, 
or,  in  the  case  of  a  dwelling  covered  by 
a  mortgage  which  has  insured  prior  to 
December  31,  1970,  not  later  than 
December  31, 1971. 

§  200.322  Eligibility  for  considrration. 

The  Secretary  will  consider  a  mort¬ 
gagor  eligible  for  assistance  under  this 
subpart  if  the  secretary  finds  that  each 
of  the  following  requirements  is 
fulfilled: 

( a )  The  person  applying  for  assistance 
is  the  owner  and  mortgagor  of  a  single - 
family  dwelling  covered  by  a  mortgage 
insured  imder  section  235  of  the  National 
Housing  Act  pursuant  to  a  mortgage  in¬ 
surance  commitment  issued  when  such 
dwelling  was  more  than  1  year  old; 

(b)  One  or  more  structural  or  other 
defects  existed  in  such  dwelling  on  the 
date  of  the  issuance  of  the  mortgage 
insurance  commitment  which  (1)  were 
sufBcient  to  seriously  affect  the  use  and 
livability  of  such  dwelling,  and  (2)  were 
of  such  a  nature  that  a  proper  inspec¬ 
tion  could  reasonably  be  expected  to  have 
disclosed  them;  and 

(c)  The  application  for  assistance  was 
filed  in  accordance  with  the  provisions  of 
this  sul^art. 

§  200.527  Consideration  for  assistance. 

Upon  a  finding  by  the  Secretary  that 
a  mortgagor  is  eligible  to  be  considered 
for  assistance  under  this  subpart,  the 
Secretary  will,  in  his  sole  discretion,  de¬ 
termine  whether  to  afford  assistance 
hereunder  by  direct  expenditures  to  cor¬ 
rect  defects  as  defined  in  §  200.522(b), 
compensation  of  a  mortgagor  who  has 
made  such  expenditures  himself,  or  a 
combination  of  both  direct  expenditures 
and  compensation  of  the  mortgagor.  The 
Secretary,  in  determining  whether  to  af¬ 
ford  assistance,  the  amount  thereof,  its 
form,  and  when  it  will  be  afforded,  will 
consider: 

(a)  The  extent  to  which  the  defects 
represent  a  clear  and  present  danger  to 
the  health  and  safety  of  the  occupants; 

(b)  The  availability  of  funds  from 
which  the  Secretary  Is  authorized  to 
make  expenditures  hereunder;  and 

(c)  Such  other  matters  as  he  deems 
material. 

§  200.533  Right  and  finality  of  deter¬ 
mination. 

All  decisions  of  the  Secretary  with  re¬ 
spect  to  assistance  under  this  subpart  are 
final  and  conclusive  and  not  subject  to 
Judicial  review. 


Subparts  M— Q  [Reserved! 

Subpart  R — Claims  Collection 
Standards 

§  200.900  General  collection  standards. 

The  general  standards  and  procedures 
governing  the  collection,  compromise, 
termination,  and  referral  to  the  Depart¬ 
ment  of  Justice  of  claims  for  money  and 
property  are  prescribed  in  the  regula¬ 
tions  Issued  Jointly  by  the  General  Ac¬ 
counting  OfiBce  and  the  Department  of 
Justice  pursuant  to  the  Federal  Claims 
Collection  Act  of  1966  (4  CFR  101  et  seq.) . 
These  standards  are  applicable  to  the 
administrative  claim  collection  activities 
of  the  Commissioner  except  as  modified 
by  the  provisions  of  S  200.905,  (Also,  see 
24  CPR  Part  17,  Subpart  B,  for  Depart¬ 
ment  collection  regulations.) 

§  200.905  Collection  of  title  I  accounts. 

Where,  In  connection  with  a  title  I 
claim  assigned  to  the  United  States  of 
America  pursuant  to  §  201.11  of  this 
chapter,  collection  is  made  under  a  pay¬ 
ment  plan  providing  for  regular  install¬ 
ment  payments,  amounts  received  shall 
not  be  applied  according  to  the  so-called 
“U.S.  Rule”  as  prescribed  In  §  102.10  of 
the  Joint  regulations  of  the  General  Ac- 
coimting  Office  and  the  Department  of 
Justice  (4  CFR  102.10).  In  such  In¬ 
stances.  amoimts  received  shall  be  ap¬ 
plied  first  to  satisfy  the  principal  of  the 
debt.  Subsequent  payments  shall  be  ap¬ 
plied  to  the  Interest  obligation,  calcu¬ 
lated  on  the  basis  of  declining  principal 
balances  without  charging  Interest  on  In¬ 
terest  balances. 

SUBCHAPTER  B — MORTGAGE  AND  LOAN  IN¬ 
SURANCE  PROGRAMS  UNDER  NATIONAL 
HOUSING  ACT 
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Autboritt:  The  provlalona  of  this  Part 
201  Issued  under  sec.  2,  48  Stat.  1246,  as 
amended;  12  nJ3.C.  1703. 

Subpart  A — Property  Improvement 
Loans 

§  201.1  Definitions. 

As  used  in  the  regulations  in  this  part, 
the  term: 

(a)  “Act”  means  the  National  Hous¬ 
ing  Act,  as  amended. 

(b)  “Administration”  means  the  Fed¬ 
eral  HouAhig  Administration. 

(c)  “Commissioner”  means  the  Fed¬ 
eral  Housing  Commissioner  or  his  duly 
authorized  representative. 

(d)  “Contract  of  Insurance”  includes 
all  of  the  provisions  of  the  regulations  in 
this  part  and  of  the  applicable  provisions 
of  the  Act. 

(e)  “Insured”  means  a  financial  in¬ 
stitution  holding  a  Contract  of  Insur¬ 
ance  imder  Title  I  of  the  act. 

(f )  “Loan”  means  an  advance  of  funds 
or  credit  or  the  purchase  of  an  obligation 
evidenced  by  a  note. 

(f-1)  “Direct  loan”  means  a  loan  ap¬ 
plied  for  by  and  disbursed  directly  to  the 
borrower  or  borrowers  where: 
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(1)  The  credit  application,  signed  by 
the  borrower  or  borrowers,  is  filled  out 
by: 

(1)  The  borrower  or  borrowers;  or 

(11)  A  maker  of  the  note  other  than 

a  borrower;  or 

(ill)  A  person  acting  at  the  direction 
of  a  borrower  who  has  no  financial  inter¬ 
est,  directly  or  indirectly,  in  the  contract 
for  the  repair,  alteration  or  improvement 
of  the  borrower’s  property;  and 

(2)  The  proceeds  are  delivered  direct¬ 
ly  to  such  borrower  or  borrowers  with¬ 
out  the  intervention  or  participation  of 
an  intermediary  in  any  manner  In  such 
disbursement  other  than  a  maker  of  the 
note. 

(f-2)  "Dealer  loan"  means  a  loan 
where  an  intermediary,  having  a  finan¬ 
cial  Interest  in  the  contract  for  the  re¬ 
pair,  alteration,  or  improvement  of  the 
borrower’s  property.  Intervenes  or  par¬ 
ticipates  in  the  application  for  or  dis¬ 
bursement  of  the  loan. 

(g)  "Note"  Includes  a  note,  bond, 
mortgage,  or  other  evidence  of  indebted¬ 
ness. 

(h)  "Pa3unent’’  Includes  a  deposit  to 
an  account  or  fund  which  represents  the 
full  or  partial  repa3unent  of  a  loan. 

(1)  "Borrower"  means  one  who  applies 
for  and  receives  a  loan  in  reliance  upon 
the  provisions  of  the  Act  and  who  has 
an  interest  of  at  least  one-third  in  one 
of  the  following  ts^pes  of  ownership  in 
the  property  to  be  improved: 

(1)  A  fee  title,  or 

(2)  A  life  estate,  or 

(3)  A  fee  title  or  life  estate  subject  to 
a  mortgage,  deed  of  trust,  or  other  lien 
securing  a  debt,  or 

(4)  A  mutually  binding  contract  for 
the  pmchase  of  the  property  where  the 
borrower  is  rightfully  in  possession  and 
the  purchase  price  is  payable  in  install¬ 
ments. 

(5)  A  lease  having  a  fixed  term,  ex¬ 
piring  not  less  than  six  calendar  months 
after  the  maturity  of  the  loan,  provided 
the  lessor  indicates  in  writing  his  con¬ 
sent  to  the  making  of  the  improvements 
and  procurement  of  the  loan. 

The  borrower  or  borrowers  shall  have  at 
least  one-third  of  one  of  such  interests 
in  the  prc^rty  to  be  improved. 

(j)  "Cfiass  1(a)  loan”  means  a  loan, 
other  than  a  loan  defined  in  paragriUJh 

(k)  of  this  section  as  a  "Cfiass  Kb)  loan.” 
which  is  for  the  purpose  of  financing  the 
repair,  alteration,  or  improvement  of  an 
existing  structure  or  of  the  real  property 
in  connection  therewith,  exclusive  of  the 
building  of  new  structures. 

(k)  "Cfiass  Kb)  loan"  means  a  loan 
is  made  for  the  purpose  of  financing  the 
alteration,  repwiir,  improvement,  or  con¬ 
version  of  an  existing  structure  used  or 
to  be  used  as  an  apartment  house  or  a 
dwelling  for  two  or  more  families  which 
structure  is  not  owned  by  a  corporation. 

(l)  "Class  2(a)  loan"  means  a  loan 
which  is  for  the  purpose  of  financing  the 
construction  of  a  new  structure  which  is 
to  be  used  exclusively  for  other  than  resi¬ 
dential  or  agricultural  purposes:  P,ro- 
vided,  ’That  nothing  in  this  paragraph 
shall  prevent  the  temporary  use  of  such 
a  structure  for  residential  purposes  while 


the  borrower  constructs  a  new  dwelling 
to  replace  a  previous  dwelling,  which  he 
occupied  as  an  owner  or  a  tenant,  which 
was  destroyed  or  damaged  to  such  an 
extent  that  reconstruction  is  required  as 
a  result  of  a  fiood,  fire,  earthquake,  storm 
or  other  catastrophe  which  the  Presi¬ 
dent,  pursuant  to  section  2(a)  of  Public 
Law  875,  approved  September  30,  1950, 
has  determined  to  be  a  major  disaster 
and  the  Credit  Application  is  filed  within 
one  year  from  the  date  of  such  deter¬ 
mination. 

(m)  "Class  2(b)  loan”  means  a  loan 
which  is  for  the  purpose  of  financing 
the  construction  of  a  new  structure  for 
use  in  whole  or  in  part  for  agricultural 
purposes,  exclusive  of  residential  pur- 
p>oses. 

(n)  "Class  1  loan”  includes  both 
"Cfiass  Ka)”  and  "Class  Kb)”  loans  as 
defined  in  paragraphs  (J)  and  (k)  of 
this  section. 

(o)  "Class  2  loan”  includes  both 
"Class  2(a)”  and  "Class  2(b)”  loans  as 
defined  in  paragraphs  (1)  and  (m)  of 
this  section. 

(p)  "Existing  structure"  means  a  resi¬ 
dential  structure  completed  and  occu¬ 
pied  at  least  90  days  prior  to  the 
application  for  the  Title  I  loan  or  a 
structure  for  other  than  residential  pur¬ 
poses  which  was  a  completed  building 
with  a  distinctive  fimctional  use  prior 
to  the  application  for  the  Title  I  loan: 
Provided,  ’That  the  requirement  with  re¬ 
spect  to  the  period  of  occupacy  and 
completion  of  a  new  residential  structure 
shall  not  apply  to: 

(1)  Loans  having  a  principal  amount, 
exclusive  of  financing  charges,  of  $600 
or  less. 

(2)  Residential  structures  which  have 
been  damaged  in  a  disaster  which  the 
President,  pursuant  to  section  2(a)  of 
Public  Law  875,  approved  September  30, 
1950,  has  determined  to  be  a  major 
disaster. 

(3)  Loans  which  are  for  the  purpose 
of  financing  the  construction  of  civil 
defense  shelters. 

§  201.2  Eligible  notes. 

(a)  Validity.  Hie  note  shall  bear  the 
genuine  signature  of  the  borrower  as 
maker,  shall  be  valid  and  enforceable 
against  the  borrower  or  borrowers  as  de¬ 
fined  in  §  201. Ki) ,  and  shall  be  complete 
and  regiilar  on  its  face.  ’The  signatures 
of  all  parties  to  the  note  must  be  genuine. 
If  the  note  is  executed  for  and  on  behalf 
of  a  corporation  or  in  a  representative 
capacity,  the  note  must  create  a  binding 
obligation  of  the  principal. 

(b)  Acceleration  clause.  ’The  note 
shall  contain  a  provision  for  acceleration 
of  maturity,  either  automatic  or  at  the 
option  of  the  holder,  in  the  event  of  de¬ 
fault  in  the  payment  of  any  installment 
upon  the  due  date  thereof. 

(c)  Payments.  (1)  The  note  shall  be 
payable  in  equal  installments  falling  due 
monthly  or  every  2  weeks,  unless  a  dif¬ 
ferent  pasonent  schedule  is  approved  by 
the  Commissioner.  ’The  first  payment 
shall  be  due  no  later  than  2  months  from 
the  date  of  the  note.  ’The  note  may  pro¬ 
vide  for  a  first  or  final  payment  in  an 
amount  other  than  the  regular  install¬ 


ment.  In  such  instance,  the  installment 
shall  not  be  less  than  one-half  nor  more 
than  one  and  one-half  times  the  amount 
of  the  regular  installment. 

(2)  Where  51  percent  or  more  of  the 
borrower’s  income  is  derived  from  the 
raising  and  selling  of  agricultural  com¬ 
modities,  crops,  livestock,  or  from  com¬ 
mercial  fishing  or  the  operation  of  a 
commercial  greenhouse,  a  note  may  be 
made  payable  in  installments  corre¬ 
sponding  to  income  periods  shown  on  the 
credit  application.  In  such  instances, 
the  note  shall  provide  for  the  first  pay¬ 
ment  no  later  than  1  year  from  the  date 
of  the  note  with  subsequent  pa3unents  to 
be  made  at  least  once  a  year.  ’The  pro¬ 
portion  of  principal  payable  during  the 
last  half  of  the  term  of  the  loan  shall  not 
exceed  the  proportion  to  be  paid  during 
the  first  half  of  the  term. 

(d)  Maturity — (1)  Minimum.  The 
note  shall  not  have  a  final  maturity  of 
less  than  6  calendar  months  from  the 
date  of  the  note. 

(2)  Maximum.  The  maximum  per¬ 
missible  matiuity  of  a  note  evidencing: 

(i)  A  Class  Ka),  Kb),  or  2(a)  loan  is 
7  years  and  32  days  from  the  date  of  the 
note. 

(ii)  A  Class  2(b)  loan  is  7  years  and 
32  days  from  the  date  of  the  note,  except 
that  if  a  Class  2(b)  loan  is  seciu^d  by  a 
first  mortgage,  first  deed  of  trust,  or 
other  security  instrument  constituting  a 
first  lien  upon  the  improved  property, 
the  loan  may  have  a  final  maturity  not 
in  excess  of  15  years  and  32  days  from 
the  date  of  the  note. 

(ill)  A  combination  of  any  of  the  above 
classes  of  loans  shall  be  no  greater  than 
the  maximum  maturity  governing  that 
component  part  of  the  loan  having  the 
shortest  maturity  if  made  alone. 

(e)  Late  charges.  The  note  may  pro¬ 
vide  for  a  late  charge,  not  to  exceed  5 
cents  for  each  $1.00  of  each  installment 
more  than  10  das^  in  arrears.  No  late 
charge  on  a  past  due  installment  may  be 
accrued  in  excess  of  $5.00.  In  lieu  of 
late  charges,  notes  may  provide  for  in¬ 
terest  on  past  due  installments  at  a  rate 
not  in  excess  of  the  contract  rate  in  the 
jurisdiction  in  which  the  note  is  drawn. 
The  borrower  must  be  billed  for  the  pen¬ 
alties  collected  as  such,  and  evidence  of 
such  billing  must  be  in  the  file  if  claim 
is  made  under  the  Contract  of  Insurance. 

(f)  Secured  notes.  A  Class  Kb)  loan 
in  excess  of  $5,000,  exclusive  of  financing 
charges,  shall  be  secured  by  a  recorded 
lien  upon  the  improved  property. 

§  201.3  Maximum  amount  of  loans*. 

(a)  Class  Ka)  loan.  A  Class  Ka)  loan 
shall  not  Involve  a  principal  amount,  ex¬ 
clusive  of  financing  charges,  in  excess 
of  $5,000. 

(b)  Class  Kb)  loan.  A  Class  Kb) 
loan  shall  not  Involve  a  principal  amount, 
exclusive  of  financing  charges,  in  excess 
of  $2,500  per  dwelling  unit  in  the  im¬ 
proved  structure  and  shall  not  exceed 
$15,000. 

(c)  Class  2  loans.  A  Class  2  loan  shall 
not  involve  a  principal  amount,  exclusive 
of  financing  charges,  in  excess  of  $5,000. 
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(d)  Outstanding  aggregate  loan  bal¬ 
ance.  No  loan  shall  be  made  which  will 
result  in  an  outstanding  aggregate  loan 
balance  with  respect  to  the  same  prop- 
erty  or  structure  exceeding  the  dollar 
amoimt  limitation  prescribed  In  this  sec¬ 
tion  for  the  t3T)e  of  loan  Involved.  If 
more  than  one  type  or  class  of  loan  Is 
involved,  the  total  outstanding  aggre¬ 
gate  loan  balance  as  to  one  structure 
or  property  shall  not  exceed  the  dollar 
amount  limitation  prescribed  in  this  sec¬ 
tion  for  the  t3T)e  or  class  of  loan  having 
the  larger  permissible  maximum  amount. 

§  201.4  Financing  charges. 

(a)  Maximum  charge.  The  maximum 
permissible  financing  charges,  exclusive 
of  fees  and  charges  as  provided  by  para¬ 
graph  (b)  of  this  section  which  may  be 
paid  or  collected  for  interest,  discount, 
and  fees  of  all  kinds  in  connection  with 
the  transaction,  shall  be  computed  as 
follows: 

(1)  Class  1  and  Class  2  loans,  having 
a  principal  amount,  exclusive  of  financ¬ 
ing  charges,  not  in  excess  of  $2,500  and 
having  a  maturity  not  in  excess  of  7  years 
and  32  days,  may  have  a  financing  charge 
not  in  excess  of  an  amount  equivalent  to 
$5.50  discount  per  $100  original  face 
amount  of  a  1  year  note,  to  be  paid  in 
equal  monthly  installments,  calculated 
from  the  date  of  the  note. 

(2)  Class  1  and  Class  2  loans,  having 
a  principal  amount,  exclusive  of  financ¬ 
ing  charges,  in  excess  of  $2,5(^  and  a 
maturity  not  in  excess  of  7  years  and  32 
days,  may  have  a  financing  charge  equiv¬ 
alent  to  the  total  of  (i)  an  amount,  with 
respect  to  so  much  of  the  net  loan  pro¬ 
ceeds  as  does  not  exceed  $2,500,  equiva¬ 
lent  to  $5.50  discount  per  $100  original 
face  amount  of  a  1  year  note  payable  in 
equal  monthly  installments,  plus  (ii)  an 
amount,  with  respect  to  any  portion  of 
the  net  loan  proceeds  in  excess  of  $2,500, 
equivalent  to  $4.50  discount  per  $100 
original  face  amoimt  of  a  1  year  note  to 
be  paid  in  equal  monthly  installments, 
calculated  from  the  date  of  the  note. 

(3)  Class  2(b)  loans,  having  a  matu¬ 
rity  in  excess  of  7  years  and  32  days, 
shall  not  have  a  financing  charge  in 
excess  of  an  amoimt  equivalent  to  $3.50 
discount  per  $100  original  face  amount 
of  a  one  year  note,  to  be  paid  in  equal 
monthly  installments,  calculated  from 
the  date  of  the  note. 

(4)  Such  charges  correctly  based  on 
tables  of  calculations  issued  by  the  Fed¬ 
eral  Housing  Commissioner  are  deemed 
to  comply  with  this  section.  An  increase 
in  the  ratio  of  the  charge  to  the  average 
amount  outstanding  on  the  debt  over  the 
maximum  provided  in  this  section,  which 
increase  results  from  the  first  pasunent 
falling  due  less  than  30  days  ^ter  the 
date  of  the  note,  shall  not  be  deemed  to 
be  in  conflict  with  this  section. 

(b)  Permissible  additional  charges. 
If  the  insured  takes  security  in  the  na¬ 
ture  of  a  real  estate  mortgage,  deed  of 
trust,  conditional  sales  contract,  chattel 
mortgage,  mechanic’s  lien,  or  other  secu¬ 
rity  device  for  the  purpose  of  securing 
the  pa3anent  of  eligible  loans,  the  insured 
may  collect  from  the  borrower,  in  addl- 
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tlon  to  the  maximum  permissible  financ¬ 
ing  charge  as  provided  in  paragraph  (a) 
of  this  section,  the  following  exi>enses 
actually  Incurred  by  the  insured  in  con¬ 
nection  with  the  transaction:  Recording 
or  filing  fees,  documentary  stamp  taxes, 
title  examination  charges  and  hazard 
insurance  premiums,  provided  that  such 
costs  or  expenses  are  not  paid  from  the 
proceeds  of  the  loan  or  included  in  the 
face  amount  of  the  note.  Such  costs 
or  expenses  shall  not  be  included  by  the 
Insured  as  a  portion  of  a  claim  under 
the  Contract  of  Insurance  and  if  such 
costs  or  expenses  are  assessed  against 
the  borrower,  proper  evidence  thereof 
shall  be  in  the  file. 

(c)  Dealer  reserve  accounts  and  guar¬ 
antees.  Reserve  accounts  to  assure 
against  losses  on  loans  reported  to  the 
Commissioner  for  insurance  are  pro¬ 
hibited.  A  dealer  or  other  person  may 
be  required  to  endorse  or  guarantee  pay¬ 
ment  of  notes  so  long  as  no  reserve  ac¬ 
count  is  involved,  but  any  such  guaran¬ 
tee  must  cover  the  full  amount  due  on 
the  note.  The  provisions  of  this  para¬ 
graph  shall  not  be  Interpreted  to  apply 
to  agreements  between  insureds  as  to 
the  transfer  of  loans  already  reported 
for  insurance. 

(d)  Repayment  rebate.  If  a  note  is 
paid  in  full  prior  to  maturity,  the  insured 
shall  rebate  the  full  unearned  charge,  ex¬ 
cept  that  where  the  law  of  the  jurisdic¬ 
tion  permits  an  acquisition  or  minimum 
retained  charge,  such  charge  may  be  de¬ 
ducted  from  the  rebate.  An  insured  is  not 
required  to  make  rebates  of  less  than  $1 
except  upon  application  of  the  borrower. 

§  201.5  Credits  and  collections. 

(a)  Credit  application.  Prior  to  mak¬ 
ing  a  loan  the  insured  shall  obtain  a 
dated  credit  application  executed  by  the 
borrower  on  a  form  approved  by  the 
Commissioner.  A  separate  credit  appli¬ 
cation  is  required  for  eaoh  loan  made  or 
note  purchased.  In  addition,  the  loan 
file  shall  contain  either  a  commercial 
credit  report  on  the  borrower  or  evidence 
of  the  lender’s  investigation  of  the  bor¬ 
rower’s  credit. 

(b)  Credit  investigation.  ’The  credit 
information  relied  upon  by  the  insured, 
must,  in  its  Judgment  clearly  show  the 
borrower  to  be  solvent,  with  reasonable 
ability  to  pay  the  obligation  and  in  other 
respects  a  reasonable  credit  risk.  If, 
after  the  loan  Ls  made,  an  insured  who 
acted  in  good  faith  discovers  any  mate¬ 
rial  misstatements  or  misuse  of  the  pro¬ 
ceeds  of  the  loan  by  the  borrower,  dealer, 
or  others,  the  eligibility  of  the  note  for 
insurance  will  not  be  affected.  However, 
the  insured  shall  promptly  report  such 
discovery  to  the  Commissioner. 

(c)  Outstanding  FHA  and  direct  Fed¬ 
eral  obligations.  The  proceeds  of  a  loan 
shall  not  be  disbursed  if  the  insured  has 
knowledge  that  the  borrower  is  past  due 
more  than  15  days  as  to  either  principal 
or  interest  with  respect  to  an  obligation 
owing  to,  or  insured  by,  any  department 
or  a&ency  of  the  Federal  Government, 
provided  that  nothing  contained  herein 
shall  prevent  the  making  of  a  loan  other¬ 
wise  eligible,  even  though  the  borrower 
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is  in  default  under  such  an  obligation  by 
reason  of  his  military  service  and  the  ap¬ 
proval  of  the  Commissioner  Is  obtain^. 

(d)  Past  due  Title  I  notes  at  time  of 
purchase.  A  note  shall  not  be  purchased 
when  any  installment  thereon  is  past 
due  more  than  15  days  at  the  date  of 
purchase  except  purchases  of  notes  under 
the  provisions  of  §  201.12. 

(e)  Prior  approval  by  Commissioner. 
In  comiection  with  all  Class  1  and  Class 
2  loans,  the  approval  of  the  Commis¬ 
sioner  is  required  prior  to  disbursing  any 
loan  which  will  increase  the  total  obliga¬ 
tion  of  a  borrower,  or  of  a  comaker  or 
cosigner  of  the  note,  to  more  than  $5,000 
exclusive  of  financing  charges. 

(f)  Security.  The  taking  of  security  to 
secure  the  payment  of  a  loan  is  left  to 
the  discretion  of  the  insured  lender  un¬ 
less  specifically  required  by  the  Commis¬ 
sioner  in  accordance  with  the  provisions 
of  paragraph  (e)  of  this  section  or  of 
§  201.2(d)  (2)  (ill)  or  (f).  An  insured  may 
permit  the  substitution  or  subordination 
of  security,  provided  it  can  be  shown 
when  claim  is  made  that  at  the  time  of 
such  action  the  original  security  value 
was  not  impaired  or  reduced  by  such 
action.  Upon  presentation  of  the  facts, 
the  prior  approval  of  the  Commissioner 
may  be  obtained  by  the  insured  to  any 
proposed  substitution  or  subordination 
of  security.  A  pledge  of  a  share  account, 
deposit  or  passbook,  shall  not  be  con¬ 
sidered  security  within  the  meaning  of 
this  paragraph. 

(g)  Collections.  The  insured  is  re¬ 
quired  to  service  loans  in  accordance 
with  acceptable  practices  of  prudent 
lending  institutions.  In  the  event  of 
default,  the  insured  should  have  ade¬ 
quate  facilities  for  contacting  the  bor¬ 
rower  and  otherwise  exercise  diligence 
in  collecting  the  amount  due.  The  in¬ 
sured  is  responsible  to  the  Commissioner 
for  proper  collection  efforts  even  though 
actual  collection  may  be  perfoimed  by 
an  agent. 

(h)  When  owner  must  sign  note. 
When  a  borrower  is  a  lessee  of  property 
to  be  improved,  which  is  used  or  to  be 
used  for  other  than  residential  or  agri¬ 
cultural  punxises,  the  owner  of  the  prop¬ 
erty  shall  join  in  the  execution  of  the 
note  unless  the  prior  credit  approval  of 
the  Commissioner  is  obtained. 

§  201.6  Eligible  Ioan$i. 

(a)  Property  location.  The  property 
to  be  improved  shall  be  located  within 
the  United  States,  its  territories,  or  pos¬ 
sessions. 

(b)  Use  of  proceeds — in  general.  The 
proceeds  of  a  loan  shall  be  used  only  to 
finance  alterations,  repairs,  and  im¬ 
provements  upon  real  property  or  in 
connection  with  existing  structures 
which  substantially  protect  or  improve 
the  basic  livability  or  utility  of  the  prop¬ 
erty,  and  which  are  commenced  in  re¬ 
liance  upon  the  credit  facilities  afforded 
by  Title  I  of  the  Act. 

(c)  Use  of  proceeds — technical  serv¬ 
ices  and  direct  costs.  The  proceeds  of  a 
loan  may  be  used  to  pay: 

(1)  The  costs  of  credit  investigation, 
not  to  exceed  $5. 
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(2)  The  costs  of  architectural  and  en¬ 
gineering  services  and  the  costs  of  ob¬ 
taining  building  permits  where  such 
services  or  permits  are  directly  con¬ 
nected  with  eligible  alterations,  repairs 
or  Improvements  financed  in  accordieuice 
with  the  regulations  in  this  part. 

(d)  Use  of  proceeds — “built-in"  kitch¬ 
ens.  Any  part  of  the  proceeds  of  a  loan 
may  be  used  for  appliances  to  be  installed 
in  a  kitchen  provided  that: 

(1)  The  appliances  are  designed  by 
the  manufacturer  to  be  installed  in  a 
kitchen  as  a  “built-in”  unit,  and 

(2)  The  appliances  will  be  in  fact  in¬ 
stalled  and  permanently  affixed  in  the 
kitchen  so  as  to  become  a  permanent 
part  of  the  real  estate,  and 

(3)  [Reserved] 

(4)  [Reserved] 

(5)  Individuals  whose  Interest  in  the 
property  to  be  Improved  is  derived  under 
a  lease  shall  not  be  considered  eligible 
borrowers  xinless  the  lease  has  an  orig¬ 
inal  term  of  not  less  than  99  years  which 
is  renewable,  and 

(6)  Prior  to  disbursing  the  proceeds, 
the  Insured  obtains  on  forms  approved 
by  the  Commissioner: 

(i)  A  certification  signed  by  the  bor¬ 
rower,  stating  that  he  or  it  is  the  owner 
of  the  residential  structure  to  be  im¬ 
proved  or  a  lessee  imder  a  lease  which 
has  an  original  term  of  not  less  than  99 
years  and  Is  renewable,  and  that  it  is  his 
or  its  intention  to  build  in,  install  and 
affix  permanently  in  the  kitchen  of  such 
residential  structure  the  appliances  pur¬ 
chased  with  the  loan  so  that  they  will 
become  an  integral  part  of  the  real  es¬ 
tate,  and 

(11)  An  additional  certification  signed 
by  the  dealer,  where  the  provisions  of 
S  201.8(a)  are  applicable,  or  the  prior 
approval  of  the  Commission  is  required 
imder  S  201.5(e),  stating  that  the  appli¬ 
ances  which  are  being  financed  by  the 
Title  I  loan  were  designed  by  the  manu¬ 
facturer  to  be  built  in  and  that  they  have 
been  permanently  built  in,  installed  and 
affixed  in  the  borrower’s  kitchen  or 
kitchens  so  as  to  become  an  integral  part 
of  the  realty.  In  the  case  of  a  direct  loan, 
such  additional  certification  shall  be 
signed  by  the  borrower’s  contractor,  and 

(ill)  A  special  certification  slgn^  by 
the  borrower  and  the  dealer,  or  by  the 
borrower’s  contractor  if  the  loan  is  made 
directly  to  the  borrower,  where  two  or 
more  kitchens  are  to  be  installed,  stat¬ 
ing  that  the  improvements.  Installations, 
alterations  and  repairs  to  the  kitchens 
are  in  conformance  with  all  applicable 
building  codes  and  zoning  regulations. 

(7)  Nothing  In  this  paragraph  will  be 
construed  as  limiting  the  financing  of 
household  appliances  or  equipment  con¬ 
sidered  eligible  prior  to  October  20,  1959. 

(e)  Use  of  proceeds — shelters.  (1) 
Before  disbursing  the  proceeds  of  a  loan 
to  finance  the  construction  of  a  civil 
defense  shelter: 

(I)  The  lender  shall  obtain  a  State¬ 
ment  of  Eligibility  issued  by  the  Com¬ 
missioner  Indicating  that  the  proposed 
shelter  is  eligible  for  financing  as  a  ’Title 
I  Property  Improvement  Loan. 

(II)  The  shelter  shall  be  Inspected  to 
determine  that  it  is  constructed  in  sub¬ 


stantial  conformance  with  the  plans  and 
specifications  used  by  the  Commissioiner 
as  a  basis  for  issuing  the  Statement  of 
Eligibility. 

(2)  The  lender  shall  certify  that  the 
shelter  is  constructed  in  substantial  con¬ 
formance  with  the  plans  and  specifica¬ 
tions. 

(3)  ’The  provisions  of  subparagraphs 
(l)(il)  and  (2)  of  this  paragraph  shall 
not  become  effective  until  December  15, 
1961. 

(f)  Use  of  proceeds — septic  tanks. 
Before  dlsbunlng  the  proceeds  of  a  loan 
to  finance  the  construction  or  installa¬ 
tion  of  a  septic  tank,  the  insured  shall 
obtain  a  certification  signed  by  the  bor¬ 
rower  and  the  dealer  (or  by  the  borrower 
and  the  borrower’s  contractor)  certify¬ 
ing  as  to  each  of  the  following: 

(1)  ’That  the  septic  tank  and  the  san¬ 
itary  system  of  which  it  Is  a  part  is  in 
conformrnce  with  all  applicable  State 
and  local  sanitary  and  zoning  regula¬ 
tions. 

(2)  That  connection  to  a  public  or 
privately  owned  commimlty  sewerage 
system  is  not  economically  feasible. 

(g)  Reliance  on  credit  application.  An 
insured  acting  in  good  faith  may,  in  ttie 
absence  of  information  to  the  contrary, 
rely  upon  all  statements  of  facts  made 
by  the  borrower,  which  are  called  for 
by  the  borrower’s  credit  application,  in 
determining  the  eligibility  of  the  loan. 

§  201.7  Ineligible  loans. 

(a)  In  general.  There  is  hereby  estab¬ 
lished  a  “list  of  ineligible  items”  which 
includes  items,  products,  alterations,  re¬ 
pairs,  or  improvements,  or  classes  there¬ 
of,  which  the  commissioner  has  deter¬ 
mined  not  to  be  eligible  for  financing 
with  the  proceeds  of  loans  reported  for 
Insurance  under  the  regulations  in  this 
part.  The  omission  of  any  item  from  the 
“list  of  ineligible  items”  shall  not  be  con¬ 
strued  as  rendering  such  omitted  item 
eligible  for  financing.  All  items  other¬ 
wise  ineligible  for  ’Title  I  financing  shall 
remain  ineligible  for  such  financing  not¬ 
withstanding  any  provision  of  this  sec¬ 
tion.  If  an  Insured  has  any  doubt  as  to 
the  eligibility  of  any  item,  product,  al¬ 
teration,  repair,  or  Improvement,  or  class 
thereof,  it  should  request  a  spe^c  rul¬ 
ing  from  the  Commissioner  before  mak¬ 
ing  any  loan. 

(b)  List  of  ineligible  items.  No  part 
of  the  proceeds  of  a  loan  shall  be  used 
to  finance  any  of  the  following  items: 

Barbecue  pits. 

Bathhouses. 

Burglar  alarms. 

Biuglar  protection  bars. 

Dumbwaiters. 

Fire  alarms  or  fire  detecting  devices. 

Fire  extinguishers. 

Flower  boxes. 

Oreenhouaes  (except  commercial  green¬ 
houses). 

Hangars  (airplane). 

Kennels. 

Kitchen  appUances  which  are*  designed  and 
manufactured  to  be  freestanding  and  are 
not  buUt  In  and  permanently  aifixed  as  an 
Integral  pert  of  the  kitchen  In  a  resi¬ 
dential  structure. 

Outdoor  fireplaces  or  hearths. 

Penthouses. 


Photo  murals. 

Radiator  covers  or  enclosures. 

Stands. 

Steam  cleaning  of  exterior  surfaces. 
Swimming  pools. 

Television  antennae. 

Tennis  courts. 

Tree  surgery. 

Valance  or  cornice  boards.  Waterproofing  of 

a  structure  by  pmnping  or  injecting  any 

substance  In  the  earth  adjacent  to  or 

beneath  the  basement  or  foundation  or 

fioors. 

(c)  Supplementing  an  uninsured  ob¬ 
ligation.  The  proceeds  of  an  insured 
loan  shall  not  be  used  to  supplement  an 
uninsured  obligation  of  the  borrower, 
created  in  connection  with  the  proposed 
alterations,  repairs,  or  improvements,  if 
the  payment  of  the  uninsured  obligation 
is  secured  by  a  lien  unless  the  insured 
loan  is  to  be  secured  by  a  lien  which  has 
priority. 

§  201.8  Dealer  investigation,  approval 
and  control. 

(a)  Procedure  before  disbursement. 
Before  disbursing  the  proceeds  of  a  loan, 
the  Insured  shall: 

(1)  Have  approved  as  dealer  an  appli¬ 
cant  who  the  insured  considers  to  be  re¬ 
liable,  financially  responsible  and  quali¬ 
fied  to  perform  satisfactorily  the  work  to 
be  financed,  and  to  extend  proper  serv¬ 
ices  to  the  customer.  ’This  approval  shall 
be  evidenced  by  an  application,  on  a  form 
approved  by  the  Commissioner,  dated 
and  signed  by  the  Insured  to  signify  such 
approval.  ’The  Insured  shall  maintain  a 
file  for  each  dealer  in  which  shall  be  in¬ 
cluded  the  dealer  application,  as  ap¬ 
proved  by  the  insur^,  with  the  credit 
reports  and  any  other  information  ob¬ 
tained  to  support  the  dealer’s  applica¬ 
tion.  Records  of  inspections  of  the  deal¬ 
er’s  work  and  memoranda  relating  to  the 
insured’s  experience  with  loans  origi¬ 
nated  by  the  dealer  shall  also  be  main¬ 
tained  in  the  dealer  file.  Except  where 
the  dealer  engages  exclusively  in  the  sale 
of  materials,  the  insured  shall  make  an 
inspection  of  the  work  performed  by  the 
dealer  and  shall  Interview  the  borrower. 
These  inspections  and  Interviews  shall  be 
conducted  in  connection  with  the  first 
contract  performed  by  the  dealer  and 
with  respect  to  not  less  than  one  out  of 
every  five  contracts  of  the  dealer  involv¬ 
ing  net  proceeds  in  excess  of  $3,500. 

(2)  Completion  certificate.  Obtain  a 
completion  certificate  on  a  form  ap¬ 
proved  by  the  Commissioner,  signed  by 
the  borrower  and  by  the  person  ap¬ 
proved  by  the  Insured  as  dealer.  An  in- 
svired  shall  not  disburse  the  proceeds  of  a 
loan  if,  as  an  Inducement  for  the  con¬ 
summation  of  the  transaction,  the  bor¬ 
rower  has  been  given  or  promised  a  cash 
pasunent  or  rebate,  or  it  has  been  repre¬ 
sented  to  the  borrower  that  he  will  re¬ 
ceive  a  cash  bonus  or  commission  on 
future  sales.  In  the  absence  of  informa¬ 
tion  to  the  contrary,  the  insured  may  rely 
upon  the  dealer’s  statement  in  his  com¬ 
pletion  certificate  that  there  has  been  no 
such  cash  payment,  rebate,  bonus  or 
commission.  If  there  are  two  or  more  eli¬ 
gible  borrowers  involved  in  a  transaction, 
the  signatore  of  only  one  borrower  is  re- 
qiilred  on  tlie  borrovi'er’s  certificate. 
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(3)  Authorization  to  pay  loan  pro¬ 
ceeds.  (i)  If  the  application  for  the 
loan  Is  dated  before  February  1,  1964: 
Obtain  written  authorization  from  the 
borrower,  where  the  Insured  is  the  payee 
of  the  note  and  the  proceeds  are  to  be 
disbursed  to  one  other  than  the  borrower. 

(11)  If  the  application  for  the  loan  Is 
dated  on  or  after  February  1,  1964:  Ob¬ 
tain  written  authorization  from  all  bor¬ 
rowers  and  all  makers  and  co-slgners, 
where  the  insured  Is  the  payee  of  the 
note  and  the  proceeds  are  to  be  disbursed 
to  one  other  than  the  borrower.  All 
signatures  to  the  authorization  must  be 
genuine. 

(4)  Description  of  improvements.  Ob¬ 
tain  a  copy  of  the  contract  or  sales  agree¬ 
ment,  sdgned  by  the  borrower  and  the 
dealer,  describing  the  type  and  extent  of 
Improvements  to  be  made  and  the  mate¬ 
rial  to  be  iised.  The  contract  or  sales 
agreement  shall  be  of  a  type  regularly 
used  by  the  dealer  in  his  business.  A  copy 
of  the  signed  contract  shall  be  attached 
to  the  credit  application.  The  signature 
appearing  on  the  copy  of  the  contract 
or  sales  agreement  may  be  a  carbon  Im¬ 
print  of  the  signature  appearing  on  the 
original. 

(5)  Advance  notice  to  applicant. 
Mall  to  the  borrower  or  personally  de¬ 
liver  to  the  borrower  written  notice,  on 
a  form  approved  by  the  Commissioner, 
of  the  Insmed’s  intention  to  disburse  the 
proceeds  of  the  loan.  Such  notice  shall 
be  directed  to  the  borrower  prior  to  the 
disbursement  of  the  loan  and  In  no  event 
less  than  six  calendar  days  prior  to  such 
disbursement.  A  record  of  such  notice 
showing  the  date  of  mailing  or  delivery 
to  the  borrower  shall  be  In  the  loan  file. 

(b)  If  the  Insured  has  not  approved 
the  dealer  or  has  reason  to  withdraw  ap¬ 
proval  of  a  dealer  that  has  previously 
been  approved  under  this  section  or 
S  201.590,  the  proceeds  of  a  loan  shall 
not  be  disbursed  imtU: 

(1)  Hie  insured  has  verified  all  state¬ 
ments  contained  on  the  borrower’s  credit 
application. 

(2)  'The  borrower  has  signed  the  bor¬ 
rower’s  completion  certificate  In  the 
presence  of  the  Insured. 

(3)  ’Ihe  Insured  has  Inspected  the 
work  performed  in  every  instance  when 
the  amount  Involved  Is  $500  or  more,  and 
in  at  least  one  out  of  every  three  trans¬ 
actions  when  the  amounts  Involved  are 
less  than  $500. 

(4)  The  insured  has  signed  a  state¬ 
ment  to  the  effect  that  the  above  re¬ 
quirements  were  compiled  with  prior 
to  releasing  the  proceeds  of  any  such 
loans.  Such  statement  must  accompany 
each  loan  report. 

(c)  Exceptions.  ’The  provisions  of 
paragraphs  (a)  and  (b)  of  this  section 
shall  not  apply  to  direct  loans. 

(d)  Ineligible  persons.  No  loan  shall 
be  made  where  the  Insmed  has  knowl¬ 
edge  that  any  person  participating  in 
the  transaction  as  dealer,  salesman, 
broker,  borrower,  or  in  any  other  ca¬ 
pacity  has  been  barred  from  participa¬ 
tion  in  the  ’Title  I  program  pursuant  to 
§  200.190  et  seq.  of  this  chapter. 


§  201.9  Refinancing. 

(a)  General  requirements.  New  obli¬ 
gations  to  liquidate  loans  previously  re¬ 
ported  for  Insurance  pursuant  to  title  I 
of  the  Act  which  may  or  may  not  Include 
an  additional  amount  advanced,  to  the 
extent  permitted  by  §  201.3,  and  which 
may  include  the  maximum  finance  charge 
permissible  under  §  201.4,  will  be  covered 
by  Insurance  if  the  new  obligations  meet 
the  requirements  of  all  applicable  regu¬ 
lations  in  this  part  and  the  special  provi¬ 
sions  of  this  section. 

(b)  Maximum  maturity.  (1)  A  Class 
1(a)  loan  or  a  Class  2(a)  loan  may  be  re¬ 
financed  for  an  additional  period  not  in 
excess  of  7  years  and  32  days  from  the 
date  of  the  refinancing,  provided  that 
the  term  of  the  new  note  does  not  extend 
beyond  12  years  from  the  date  of  the 
original  note. 

(2)  A  Class  Kb)  loan  may  be  refi¬ 
nanced  for  an  additional  period  not  in 
excess  of  7  years  and  32  days  from  the 
date  of  refinancing,  but  not  to  exceed 
12  years  from  the  date  of  the  original 
note. 

(3)  A  Class  2(b)  loan  may  be  refi¬ 
nanced  for  an  additional  period  not  in 
excess  of  7  years  and  32  days  from  the 
date  of  the  refinancing,  but  not  to  exceed 
12  years  from  the  date  of  the  original 
note,  except  that  if  a  Class  2(b)  loan  is 
secured  by  a  first  mortgage,  first  deed 
of  trust,  or  other  security  instrument, 
constituting  a  first  lien  upon  the  im¬ 
proved  property,  the  new  note  may  have 
a  final  maturity  not  in  excess  of  15  years 
and  32  days  from  the  date  of  the  refi¬ 
nancing,  but  not  to  exceed  25  years  from 
the  date  of  the  original  note. 

(4)  When  a  class  1  loan  or  a  class  2 
loan  is  made  or  refinanced  and  consoli¬ 
dated  with  another  class  1  loan  or  class 
2  loan,  the  new  note  evidencing  the  con¬ 
solidated  obligation  shall  not  be  for  a 
longer  term  than  that  which  the  com¬ 
ponent  loan  having  the  shortest  permis¬ 
sible  maturity  could  have  if  made  or 
refinanced  alone. 

(c)  Rebate.  The  full  unearned  charge 
on  the  original  note  shall  be  refunded 
to  the  borrower.  If  no  additional  ad¬ 
vance  is  msule  a  handling  charge  not  in 
excess  of  $5.00  may  be  assessed  the  lx>r- 
rower:  Provided,  That  the  provisions  of 
this  paragraph  shall  be  applicable  to 
loans  refinanced  on  or  after  December 
31, 1959. 

(d)  Special  cases.  The  Commissioner 
may  upon  presentation  of  the  facts  ap¬ 
prove  the  refinancing  or  refinancing  and 
consolidation  of  any  loan  or  loans  upon 
such  terms  and  conditions  as  he  may 
determine  within  the  limits  provided  by 
the  act. 

(e)  Deferred  payments.  An  agree¬ 
ment  to  defer  payments  on  a  note  previ¬ 
ously  reported  for  insurance  under  the 
regulations  in  this  part  without  rewrit¬ 
ing  the  note  is  not  considered  refinanc¬ 
ing  Such  agreement  will  not  affect  the 
insurance  coverage  on  the  loan  provided 
that: 

(1)  Such  agreement  is  evidenced  in 
writing; 


(2)  Payment  shall  not  be  deferred  for 
more  than  5  months  from  the  due  date 
of  the  last  fully  paid  Installment,  except 
that  any  period  during  which  the  bor¬ 
rower  is  a  "person  in  the  military  serv¬ 
ice’’  as  such  term  is  defined  in  the  Sol¬ 
diers’  and  Sailors’  Civil  Relief  Act  of 
1940,  as  amended,  shall  not  be  included 
in  computing  the  5-month  period. 

(3)  Such  agreement  shall  not  extend 
the  final  maturity  of  the  obligation  be¬ 
yond  the  maturity  date  of  the  obligation 
as  provided  by  its  original  terms; 

(4)  The  insured  may  assess  the  bor¬ 
rower  for  the  cost  of  deferring  payments 
if  such  assessment  is  not  in  excess  of 
the  contract  rate  in  the  jurisdiction  in 
which  the  note  is  drawn,  or  the  amount 
of  late  charges  permitted  by  the  note  as 
authorized  in  §  201.2(e),  whichever 
amount  is  the  greater. 

§  201.10  Report  of  loans. 

Loans  shall  be  reported  on  the  pre¬ 
scribed  form  to  the  Federal  Housing  Ad¬ 
ministration  at  Washington,  D.C.,  within 
31  days  from  the  date  of  the  note  or  date 
upon  which  it  was  purchased.  Any  loan 
refinanced  as  provided  in  §  201.9  shall 
likewise  be  reported  on  the  prescribed 
form  within  31  days  from  the  date  of 
refinancing.  Any  loan  transferred  as  pro¬ 
vided  in  §  201.12(e)  shall  be  reported  on 
the  prescribed  form  within  31  days  from 
the  date  of  such  transfer.  If  the  loan  or 
note  is  not  in  default,  the  Commissioner 
may,  in  his  discretion,  accept  a  late 
report. 

§201.11  Claims. 

(a)  Claim  application.  Claim  for  re¬ 
imbursement  for  loss  on  an  eligible  loan 
shall  be  made  on  a  form  provided  by  the 
Commissioner,  and  executed  by  a  duly 
qualified  officer  of  the  insured.  The 
claim  shall  be  accompanied  by  the  in¬ 
sured’s  complete  credit  and  collection  file 
pertaining  to  the  transaction. 

(b)  Claim  after  d  fault.  Claim  may 
be  filed  after  default,  provided  demand 
has  been  made  upon  the  debtor  for  the 
full  unpaid  balance  of  the  note.  For  the 
purpose  of  determining  the  date  of  de¬ 
fault,  any  payments  received  on  an  ac¬ 
count,  including  payment  on  judgments 
predicated  thereon,  shall  be  applied  to 
the  earliest  xmpaid  Installment. 

(c)  Maximum  claim  period.  (1)  Claim 
shall  be  filed  no  later  than  6  months  after 
the  due  date  of  the  final  Installment  pro¬ 
vided  for  in  the  note. 

(2)  If  at  the  time  of  default  or  at  any 
time  subsequent  to  the  default  a  person 
primarily  or  secondarily  liable  for  the 
repayment  of  a  loan  is  a  "person  in  mili¬ 
tary  service”  as  such  term  is  defined  in 
the  Soldier’s  and  Sailor’s  Civil  Relief 
Act  of  1910,  as  amended,  the  period  dur¬ 
ing  which  he  is  in  military  service  shall 
be  excluded  in  computing  the  time  within 
which  claim  is  to  be  filed  for  remburse- 
ment  under  the  provisions  of  this  section. 

(d)  Extension  of  maximum  claim  pe¬ 
riod.  Upon  presentation  to  the  Comniis- 
sloner  of  the  facts  of  a  particular  case 
within  the  allowable  claim  period  pre¬ 
scribed  in  this  section,  he  may,  in  his 
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discretion,  extend  the  time  within  which 
claim  must  be  made,  provided  that  in 
computing  the  claim  no  interest  will  be 
allowed  for  the  period  of  such  extensi(HX. 

(e)  Claim  amount.  An  insured  will 
be  reimbursed  for  its  losses  on  loans 
made  in  accordance  with  the  regulations 
in  this  part  up  to  the  amount  of  its  re¬ 
serve  as  established  by  §  201.12.  The 
amount  of  the  reimbursement  is  deter¬ 
mined  by  adding  the  items  in  subpara- ^ 
graphs  (1).  (2),  (3),  and  (4)  as  follows: 

(1)  90  percent  of  the  net  unpaid 
amount  of  the  loan  actually  made  or  the 
actual  purchase  price  of  the  note,  which¬ 
ever  is  the  lesser. 

(2)  90  percent  of  the  uncollected  in¬ 
terest  earned  up  to  the  date  of  default 
plus  90  percent  of  the  interest,  computed 
at  7  percent  per  annum  (5  percent  per 
annum  with  respect  to  claims  filed  with 
the  Commissioner  prior  to  May  1,  1970) 
on  the  outstanding  balance,  computed 
from  the  date  of  default: 

(i)  To  either  the  date  of  the  claim  ap¬ 
plication  or  for  a  period  of  9  months 
and  31  days  following  such  default  date, 
whichever  period  of  time  is  the  lesser,  or 

(ii)  To  the  date  of  certification  of  the 
claim  for  payment,  in  a  case  where  an 
otherwise  eligible  claim  has  been  held  in 
suspense  by  the  Commissioner  pending 
a  determination  of  the  eligibility  for  in¬ 
surance  of  other  claims  or  loans,  or  by  an 
investigation  of  the  insured’s  loan  or 
claim  activities. 

(3)  Uncollected  court  costs,  including 
fees  paid  for  issuing,  serving,  and  filing 
summons. 

(4)  Attorney’s  fees  actually  paid  not 
exceeding: 

(i)  Twenty-five  percent  of  the  amount 
collected  by  the  attorney  on  the  defaulted 
note  if  the  borrower  is  liable  for  the  pay¬ 
ment  of  such  fee  under  the  laws  of  the 
jurisdiction  applicable  to  the  note,  and 
if  the  insured  has  not  waived  its  claim 
against  the  borrower  for  such  fees. 

(li)  $50  or  15  percent  of  the  balance 
due  on  the  note,  whichever  is  the  lesser, 
if  a  Judgment  is  secured  by  suit;  or  $10 
or  15  perc^t  of  the  balance  due  on  the 
note,  whichever  is  the  lesser.  If  judgment 
is  secured  by  confession  after  default. 

(f)  Assignment  of  documents.  The 
note  and  any  security  held  or  judgment 
taken  must  be  assigned  in  its  entirety 
and  if  any  claim  has  been  filed  in  bank¬ 
ruptcy,  Insolvency,  or  probate  proceed¬ 
ings,  such  claim  shall  likewise  be  as¬ 
signed  to  the  United  States  of  America. 

(g)  Form  of  assignment.  The  follow¬ 
ing  foim  of  assignment  properly  dated 
shall  be  used  In  assigning  a  note,  judg¬ 
ment,  real  estate  mortgage,  deed  of 
trust,  conditional  sales  contract,  chattel 
mortgage,  mechanics’  lien,  or  any  other 
security  device  in  event  of  claim : 

AU  right,  title,  and  Interest  of  the  under¬ 
signed  Is  hereby  assigned  (without  warranty, 
except  that  the  note  qualifies  for  insurance) 
to  the  United  States  of  America. 


(Financial  Institution) 

•  By . 

■ntle . 

D.ate _ 

Provided,  That  if  this  form  Is  not  valid 
or  generally  acceptable  in  the  jurisdlc- 
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tion  involved,  a  form  which  is  valid  and 
generally  acceptable  shall  be  used. 

(h)  Election  of  action.  Where  a  real 
estate  mortgage,  deed  of  trust,  condi¬ 
tional  sales  contract,  chattel  mortgage, 
mechanics’  lien,  jud^ent  lien,  or  any 
other  security  device  has  been  used  to 
secure  the  payment  of  a  loan  made  under 
the  provisions  of  Title  I  of  the  act.  the 
Insured  may  not,  except  with  the  ap¬ 
proval  of  the  Commissioner,  both  pro¬ 
ceed  against  such  security  and  also  make 
claim  under  Its  contract  of  insurance,  but 
shall  elect  which  method  it  desires  to 
pursue. 

§  201.12  Insurance  reserve. 

(a)  Legal  limit.  Subject  to  the  limi¬ 
tation  on  the  Commissioner’s  authority 
to  insure  as  stipulated  In  section  2  of 
Title  I  of  the  act.  the  Commissioner,  pur¬ 
suant  to  the  provisions  of  §  201.11,  will 
reimburse  any  Insured  for  losses  sus¬ 
tained  by  It  In  accordance  with  the  gen¬ 
eral  Insiuance  reserve  provisions  of 
paragraph  (b)  of  this  section. 

(b)  There  shall  be  maintained  for 
each  insured  a  general  insurance  re¬ 
serve.  which  shall  equal  10  percent  of 
the  aggregate  amount  advanced  on  all 
eligible  loans  originated  by  such  insured 
pursuant  to  the  provisions  of  the  regu¬ 
lations  both  in  this  Subpart  A  and  in 
Subpart  B  of  this  part  on  and  after 
March  1,  1950,  and  prior  to  the  expira¬ 
tion  of  the  Commissioner’s  authority  to 
insure  under  the  provisions  of  this  Act, 
less  the  amount  of  all  claims  approved 
for  payment  by  the  Commissioner  in 
connection  with  such  loans  and  less  the 
amoimt  of  any  adjustments  made  pur¬ 
suant  to  paragraph  (c)  of  this  section. 

(c)  Adjustment  of  general  reserve. 
After  August  1,  1956,  the  amount  of  the 
general  Insurance  reserve  to  the  credit 
of  each  Insured  shall  be  adjusted  on  July 
1  of  each  year  by  deducting  therefrom  an 
amount  equivalent  to  15  percent  of  the 
amount  of  such  insiuance  reserve  on  the 
records  of  the  Commissioner  as  of  the 
date  of  such  adjustment:  Provided.  That 
no  such  adjustment  shall  reduce  the  in¬ 
surance  reserve  of  any  Insured  to  an 
amount  less  than  $5,000:  Provided  fur¬ 
ther,  That  no  such  adjustment  shall  be 
made  In  the  Insurance  reserve  of  any 
financial  institution  until  the  first  day  of 
July  next  following  the  expiration  of  a 
period  of  30  months  after  the  Issuance 
of  a  contract  of  insurance  to  such  In¬ 
stitution  by  the  Commissioner,  and  no 
such  adjustment  shall  be  made  in  the 
insurance  reserve  of  any  financial  Insti¬ 
tution  after  the  termination  of  the  con¬ 
tract  of  insurance  issued  to  such  insti¬ 
tution  by  the  Commissioner,  or  after  the 
termination  of  the  Commi^oner’s  au¬ 
thority  to  insure  against  losses  pursuant 
to  Title  I  of  the  National  Housing  Act. 

(d)  Transfer  of  loans  reported  for  in¬ 
surance.  The  insured  shall  not  assign 
or  otherwise  transfer  any  loan  reported 
for  insurance  to  a  transferee  not  holding 
a  contract  of  insurance  under  Title  I  of 
the  National  Housing  Act:  Provided, 
That  nothing  contained  herein  shall  be 
construed  to  prevent  the  pledging  of 
such  loans  as  collateral  security  under 
a  trust  agreement,  or  otherwise,  in 


connection  with  a  bona  fide  loan 
transaction. 

(e)  Transfer  of  insurance  reserve. 
Insurance  reserve  of  more  than  $5,000 
shall  not  be  transferred  to  or  from  the 
reserve  account  of  any  Insured  during 
any  fiscal  year  (July  1  through  June  30  > 
without  the  prior  approval  of  the  Com¬ 
missioner.  Except  In  cases  involving 
the  transfer  of  loans  sold  with  recourse 
or  under  a  guaranty,  guarantee  or  re¬ 
purchase  agreement,  the  reports  re¬ 
quired  by  S  201.10  shall  be  submitted, 
indicating  the  Intent  of  the  parties  with 
respect  to  the  transfer  of  the  Insurance 
reserve:  and,  unless  the  approval  of  the 
Commissioner  is  obtained,  the  insurance 
reserve  shall  be  transferred  as  follows: 

(1)  In  cases  involving  the  transfer  of 
notes  purchased  without  recourse,  guar¬ 
anty,  guarantee,  or  repurcheise  agree¬ 
ment,  provided  no  Installment  payment 
is  past  due  more  than  one  calendar 
month  at  the  time  of  purchase,  reserve 
shall  be  transferred  to  the  reserve  of  the 
purchasing  Institution,  on  the  basis  of 
10  percent  of  the  actual  purchase  price 
or  net  unpaid  original  advance,  which¬ 
ever  is  the  lesser. 

(2)  In  cases  Involving  the  transfer  of 
notes  purchased  without  recourse,  guar¬ 
anty,  guarantee,  or  repurchase,  agree¬ 
ment,  where  one  or  more  installment 
payments  are  past  due  more  than  one 
calendar  month  at  the  time  of  purchase, 
the  loans  and  reserves  shall  be  trans¬ 
ferred  on  an  earmarked  basis.  In  the 
case  of  earmarked  transfers  all  reserves 
accrued  by  reason  of  the  loans  trans¬ 
ferred  shall  be  transferred,  but  such 
reserves  shall  be  available  only  for  pay¬ 
ment  of  claims  on  the  loans  transferred, 
and  claims  on  such  loans  can  be  paid 
only  up  to  the  amount  of  such  earmarked 
reserves. 

(3)  In  cases  Involving  the  transfer  of 
notes  sold  with  recourse  or  under  a  guar- 
wty,  guarantee,  or  repurchase  agree¬ 
ment,  no  insurance  reserve  will  be  trans¬ 
ferred  and  no  reports  will  be  required. 

(f)  FHA  recovery  shall  not  affect  re¬ 
serve.  Amounts  which  may  be  salvaged 
by  the  Commissioner  with  respect  to  a 
loan  In  connection  with  which  an  Insured 
has  been  reimbursed  under  Its  contract 
of  Insurance  shall  not  be  added  to  the 
Insurance  reserve  remaining  to  the  credit 
of  such  Insured. 

§201.13  Insurance  charge. 

(a)  Rate.  The  insured  shall  pay  to 
the  Commissioner  on  loans  made  or  re¬ 
financed  on  or  after  August  1,  19G8,  an 
insurance  charge  equal  to  fifty  one- 
hundredths  (0.50)  of  1  percent  per 
annum  of  the  net  proceeds  of  any  eligible 
loan  reported  and  acknowledged  for  in¬ 
surance.  In  computing  the  insurance 
charge,  no  charge  shall  be  made  for  the 
fractional  period  of  a  month  of  14  days 
or  less,  and  a  charge  for  a  full  month 
shall  be  made  for  the  fractional  period 
of  a  month  of  more  than  14  days. 

(b)  When  payable — (1)  Loan  reports 
acknowledged  prior  to  May  1,  1970. 
Where  the  Commissioner  acknowledges 
to  the  insured  institution,  prior  to  May  1. 
1970,  the  receipt  of  a  loan  report,  the 
insurance  charge  shall  be  paid  as  follows: 
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(1)  If  the  loan  has  a  maturity  of  3 
years  and  32  days  or  less,  the  charge  for 
the  entire  term  shall  be  paid  within  25 
days  after  the  Commissioner’s  acknowl¬ 
edgment  of  the  loan  report. 

(ii)  If  the  loan  has  a  maturity  of  more 
than  3  years  and  32  days,  the  charge 
shall  be  paid  in  installments.  The  first 
installment,  equal  to  the  charge  for  3 
years  shall  be  paid  within  25  days  after 
the  Commissioner’s  acknowledgment  of 
the  loan  report.  The  second  and  suc¬ 
ceeding  installments,  each  equal  to  the 
charge  for  1  year,  shall  be  paid  on  the 
first  and  each  succeeding  anniversary  of 
the  first  day  of  the  month  following  the 
date  of  the  note. 

(2)  Loan  reports  acknowledged  on  or 
after  May  1,  1970.  Where  the  Commis¬ 
sioner  acknowledges  to  the  insured  insti¬ 
tution,  on  or  after  May  1.  1970,  the  re¬ 
ceipt  of  a  loan  report,  the  insurance 
charge  shall  be  paid  as  follows: 

(1)  If  the  loan  has  a  maturity  of  25 
months  or  less,  the  charge  for  the  entire 
term  shall  be  paid  within  25  days  after 
the  Commissioner’s  acknowledgment  of 
the  loan  report. 

(ii)  If  the  loan  has  a  maturity  of  more 
than  25  months,  the  insurance  charge 
shall  be  payable  in  Installments.  The  first 
Installment  shall  be  equal  to  the  charge 
for  1  year  and  be  paid  within  25  days  of 
the  Commissioner’s  acknowledgement  of 
the  loan  report.  The  second  and  suc¬ 
ceeding  installments,  each  equal  to  the 
charge  for  1  year,  shall  be  paid  on  the 
first  and  each  succeeding  anniversary 
of  the  first  day  of  the  month  following 
the  date  of  the  loan. 

(c)  Notes  transferred.  Any  adjust¬ 
ments  of  the  insurance  charge  already 
paid  on  any  obligation  transferred  be¬ 
tween  insureds  shall  be  made  by  the 
Insureds,  except  that  any  unpaid  Install¬ 
ments  of  the  insurance  charge  shall  be 
paid  by  the  piurchasing  Insured. 

(d)  Refund  or  abatement.  There 
shall  be  no  refund  or  abatement  of  any 
portion  or  installment  of  the  Insurance 
charge  except: 

(1)  The  charge  on  a  refinanced  note 
may  be  credited  with  the  unearned  por¬ 
tion  of  the  charge  on  the  original  note; 

(2)  Insiuance  charges  falling  due 
after  claim  is  filed  or  the  note  is  prepaid 
in  full; 

(3)  The  charge  paid  on  a  loan  or  por¬ 
tion  thereof  found  to  be  ineligible;  but  no 
refund  shall  be  made  unless  a  claim  is 
denied  by  the  Commlssicmer  or  the  in¬ 
eligibility  is  reported  by  the  insured 
promptly  upon  discovery  and  an  appli¬ 
cation  for  refund  made.  In  no  event 
shall  charges  be  refunded  where  the  ap¬ 
plication  for  refund  is  not  made  imtll 
after  the  loan  is  paid  In  full. 

(e)  When  not  chargeable  to  borrower. 
The  insurance  charge  paid  by  the  in¬ 
sured  shall  not  be  charged  to  the  bor¬ 
rower  If  such  charge  would  cause  the 
total  payments  made  by  the  borrower 
to  exce^  the  maximiun  permissible 
amoimt  which  may  be  charged  to  the 
borrower  for  interest,  discount,  and  all 
other  charges  in  connection  with  the 
transaction. 


§  201.14  Adminutrative  reporU  and  ex¬ 
amination. 

’The  Commissioner,  or  his  authorized 
representative,  may  at  any  time  call  upon 
an  Insured  for  such  reports  as  he  may 
deem  to  be  necessary  in  connection  with 
the  regulations  in  this  part,  or  may  in¬ 
spect  the  books  or  accounts  of  the  in¬ 
sured  as  they  pertain  to  the  loans  re¬ 
ported  for  insurance. 

§  201.15  Amendments. 

’The  regulations  in  this  part  may  be 
amended  by  the  Commissioner  at  any 
time,  but  such  amendment  shall  not  ad¬ 
versely  affect  the  insurance  privileges  of 
an  Insured  with  respect  to  any  loan  pre¬ 
viously  made  or  In  the  process  of  being 
made.  Unless  otherwise  provided,  an 
amendment  shall  be  applicable  to  any 
loan  or  the  refinancing  of  any  loan,  when 
the  loan  or  note  is  made  pursuant  to  an 
iqiplication  dated  on  or  after  the  effective 
date  of  such  amendment. 

§  201.16  Effective  date. 

’The  regulations  in  this  part  are  effec¬ 
tive  as  to  all  loans  made  on  and  after 
October  1.  1954,  except  that  8  201.11(c) 
(2)  and  8  201.11(e)(4)  shall  be  effective 
as  to  all  claims  paid  on  and  after  Oc¬ 
tober  1.  1954,  and  8  201.12(c)  shall  be 
effective  as  to  all  adjustments  made  after 
October  1, 1954. 

Subpart  B — Mobile  Home  Loans 
§  201.501  Definitions. 

As  used  in  the  regulations  in  this  part, 
the  term — 

(a)  “Act”  means  the  National  Hous¬ 
ing  Act. 

(b)  “Borrower”  means  a  natural  per¬ 
son  who  applies  for  and  receives  a  loan 
for  the  purchase  of  a  mobile  home  In 
reliance  upon  the  provisions  of  the  Act. 

(c)  “Certificate  of  origin”  means  a 
document  establishing  that  a  mobile 
home  Is  free  and  clear  of  all  legal 
encumbrances. 

(d)  “Commissioner”  means  the  Fed¬ 
eral  Housing  Commissioner  or  his  duly 
authorized  representative. 

(e)  “Contract  of  Insurance”  includes 
all  of  the  provisions  of  the  regulations 
in  this  subpart  and  the  applicable  pro¬ 
visions  of  the  Act. 

(f)  “Form”  means  a  document  which 
is  provided  by  or  satisfactory  to  the 
Commissioner. 

(g)  “Insured”  means  a  financial  insti¬ 
tution  holding  a  contract  of  Insurance 
under  title  I  of  the  Act. 

(h)  “Loan”  means  an  advance  of 
funds  or  credit  or  the  purchase  of  an 
obligation. 

(i)  “Manufacturer’s  invoice”  means  a 
document  which  is  officially  issued  by  the 
manufacturer  stating  the  true  wholesale 
price  of  a  mobile  home,  its  furnishings, 
equipment  and  accessories.  ’The  docu¬ 
ment  shall  be  on  a  form  which  is  in  gen¬ 
eral  use  in  the  industry. 

(j)  “Mobile  home”  means  a  movable 
dwelling  unit  designed  and  constructed 
for  permanent  occupancy  by  a  single 
family  which  dwelling  unit  contains  per¬ 


manent  eating,  cooking,  sleeping,  and 
sanitary  facilities. 

(k)  “Obligation”  means  evidence  of 
monetary  Indebtedness. 

(l)  “Owner”  means  a  borrower  who 
has  at  least  a  one-half  interest  in  the  real 
property  upon  which  the  mobile  home  is 
placed,  which  interest  is  a  fee  simple  title 
and  such  title  may  be  subject  to  a  mort¬ 
gage,  deed  of  trust  or  other  lien  securing 
a  debt  or  where  the  boiTower  is  a  pur¬ 
chaser  imder  a  mutually  binding  re¬ 
corded  contract  for  the  purchase  of  the 
real  property,  is  rightfully  in  possession, 
and  the  purchase  price  is  payable  in 
equal  installments. 

(m)  “Principal  residence”  means  that 
place  where  the  borrower  expects  to  live 
at  least  9  months  of  the  year. 

§  201.505  Purpose  of  eubpart. 

The  provisions  in  this  subpart  contain 
the  requirements  imder  which  an  ap¬ 
proved  financial  institution  may  obtain 
insurance  of  loans  made  for  the  purchase 
of  mobile  homes. 

Property  and  Structural  Require¬ 
ments 

§  201.510  New  or  used  mobile  homes. 

The  loan  shall  be  made  only  for  fi¬ 
nancing  the  purchase  of  a  mobile  home 
which  is  either  new  or  used  as  follows: 

(a)  New.  A  new  mobile  home,  mean¬ 
ing  a  imit  that  has  not  been  previously 
occupied  at  the  time  of  purchase. 

(b)  Used.  A  used  mobile  home,  mean¬ 
ing  either  a  unit  being  sold  by  one  who 
acquired  such  unit  with  financing  pro¬ 
vided  imder  this  subpart;  or  a  unit  that 
the  purchaser  has  been  occupying  pur¬ 
suant  to  a  lease  from  a  governmental 
agency.  If  such  purchaser  had  been  dis¬ 
placed  from  previous  housing  as  a  result 
of  a  disaster  which  the  President  has 
determined  to  be  a  major  disaster. 

§  201.515  Borrower's  use  of  mobile 
home. 

The  borrower  shall  establish,  to  the 
satisfaction  of  the  Commissioner,  that 
he  is  purchasing  the  mobile  home  for 
use  and  occupancy  as  his  principal  resi¬ 
dence. 

§  201. .520  Strurtural  design  and  sluini- 
ards. 

(a)  Basic  requirements.  The  mobile 
home  shall  be  designed  and  constructed 
so  as  to  insure  adequate  durability  and 
livability. 

(b)  ANSI  criteria.  The  requirements 
of  paragraph  (a)  of  this  section  may  be 
satisfied  by  compliance  with  the  speci¬ 
fications  in  effect  at  the  time  the  loan  is 
made  which  are  prescribed  in  mobile 
home  standard  No.  A  119.1,  as  approved 
by  the  American  National  Standards 
Institute  (formerly  the  United  States  of 
America  Institute,  Inc.) ,  hereinafter  re¬ 
ferred  to  as  “ANSI”.  A  certification  shall 
be  obtained  from  the  manufacturer  stat¬ 
ing  that  the  mobile  home  was  con¬ 
structed  in  accordance  with  the  ANSI 
requirements. 

(c)  Minimum  size.  ’The  mobile  home 
shall  be  at  least  40  feet  long  and  10 
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feet  wide,  or  shall  consist  of  a  module 
or  modules  having  minimum  floor  space 
area  of  at  least  400  square  feet. 

§  201.525  Mobile  home  location  stand¬ 
ards. 

(a)  In  general.  The  mobile  home  shall 
be  placed  either  in  a  mobile  home  park, 
approved  by  the  Commissioner,  or  on 
a  site  owned  by  the  borrower  which 
meets  certain  requirements  prescribed 
by  the  Commissioner. 

(b)  Mobile  home  park.  Where  the  mo¬ 
bile  home  is  to  be  placed  on  a  mobile 
home  park,  approved  by  the  Commis¬ 
sioner,  the  park  shall  meet  such  mini¬ 
mum  standards  and  specifications  relat¬ 
ing  to  sanitation,  site  or  lot  location, 
vehicular  access,  landscaping,  and  such 
other  requirements  conducive  to  an  ade¬ 
quate  environment  as  the  Commissioner 
shall  deem  necessary. 

(c)  Owner’s  site.  Where  the  mobile 
home  is  to  be  placed  on  a  site  owned  by 
the  borrower  the  following  requirements 
shall  be  met; 

(1)  In  all  instances,  except  where  it 
is  served  by  a  central  sewage  and  water 
facility  subject  to  supervision  and  con¬ 
trol  by  a  governmental  authority,  the 
site  shall  have  a  mlnimiun  size  of  not 
less  than  one-fourth  acre. 

(2)  The  insured  shall  obtain  from  the 
borrower  or  the  dealer  a  certification 
made  by  an  authorized  local  official  es¬ 
tablishing  that  the  site  has  adequate 
sanitary  facilities  and  is  in  conformance 
with  applicable  sanitary  codes  in  the 
jurisdiction  where  the  mobile  home  is  to 
be  located. 

(3)  The  insured  shall  obtain  a  cer¬ 
tification  from  the  dealer  and  the  bor¬ 
rower  establishing  that  current  zoning 
of  the  site  does  not  preclude  emplace¬ 
ment  of  a  mobile  home. 

Maximum  Loan,  Fees  and  Charges 

§  201.5.30  Maximiini  loan  umoiiiil. 

(a)  Basic  limitation.  The  mobile  home 
loan  proceeds  shall  not  exceed  the  lesser 
of  $10,000  ($15,000  where  the  mobile 
home  is  compost  of  two  or  more  mod¬ 
ules)  or  115  percent  of  the  total  price  for 
such  home,  as  stated  in  the  manufac¬ 
turer’s  invoice  (115  percent  of  the  whole¬ 
sale  blue  book  price,  if  a  previously 
financed  used  mobile  home  is  involved). 
The  charges  and  fees  authorized  in  para¬ 
graph  (b)  of  this  section  may  be  added 
to  the  loan,  if  the  inclusion  of  such  items 
does  not  increase  the  total  loan  proceeds 
to  more  than  $10,000  ($15,000  where  the 
mobile  home  is  composed  of  two  or  more 
modules) . 

(b)  Permissible  charges  and  fees.  The 
following  charges  and  fees  are 
authorized: 

(1)  Piling  or  recording  fees  and 
charges. 

(2)  Documentary  stamp  taxes. 

( 3 )  State  and  local  sales  taxes. 

(4)  Costs  of  comprehensive  and  ex¬ 
tended  coverage  insurance  and  a  ven¬ 
dor’s  single  interest  coverage.  The  term 
of  the  initial  policy  shall  not  exceed 
5  years. 

(5)  Costs  of  transportation  or  freight 
as  shown  on  the  Invoice,  not  to  exceed 
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$400  for  a  mobile  home  or  where  the 
mobile  hcMne  consists  of  two  or  more 
modules.  $600. 

(6)  Itemized  setup  charges  by  the 
dealer  for  installing  the  mobile  home  on 
site,  not  to  exceed  $200  or  where  a  mobile 
home  cemsists  of  two  or  more  modules, 
$400. 

§  201.53.)  Borrower's  niinimuin  invest¬ 
ment. 

The  borrower  shall  make  a  minimum 
cash  downpayment  of  at  least  5  percent 
of  the  first  $6,000  of  the  total  cost  of 
the  mobile  home  as  shown  in  the  pur¬ 
chase  contract  (excluding  permissible 
charges  and  fees  provided  for  in  §  201.530 
(b) )  plus  10  percent  of  any  amount  in 
excess  of  $6,000. 

§  201.5 10  Finuneiiift  eliarf>es. 

(a)  Annual  percentage  rate.  The 
maximum  permissible  financing  charge 
which  may  be  paid  or  collected  by  the 
insured  for  interest  discount  and  fees  of 
all  kinds  in  connection  with  the  loan 
transaction  expressed  as  an  annual  per¬ 
centage  rate  varies  from  7.63  percent  to 
10.57  percent  depending  upon  the 
amount  and  term  of  the  loan. 

(b)  Maximum  discount.  Charges  for 
individual  loans  shall  be  made  in  ac¬ 
cordance  with  tables  of  calculations 
issued  by  the  Commissioner  based  upon 
the  following  requirements: 

(1)  On  amounts  not  in  excess  of 
$2,500,  a  charge  equivalent  to  $5.50  dis- 
coimt  per  $100  of  the  original  face 
amount  of  a  1  year  note  payable  in  equal 
installments. 

(2)  On  amounts  in  excess  of  $2,500,  a 
charge  equivalent  to  $4.50  discount  per 
$100  of  the  original  face  amount  of  a  1 
year  note  payable  in  equal  installments. 

(c)  Prepayment  rebate.  If  an  obliga¬ 
tion  is  paid  in  full  prior  to  maturity,  the 
insured  shall  rebate  the  full  unearned 
charge,  where  such  rebate  is  $1  or  more. 
Where  the  law  of  the  jurisdiction  per¬ 
mits  an  acquisition  or  minimum  retained 
charge,  such  charge  may  be  deducted 
from  the  rebate. 

Eligible  Borrowers 
§  201  ..5  t.)  Credit  reqiiireiiieiils. 

(a)  Credit  application.  The  insured 
shall  obtain  a  dated  credit  application 
form  executed  by  the  borrower.  The 
loan  file  shall  contain  either  a  commer¬ 
cial  credit  report  obtained  by  the  insured 
on  the  borrower,  or  evidence  that  the  in¬ 
sured  has  made  an  adequate  investiga¬ 
tion  of  the  borrow'er’s  cr^it. 

(b)  Borrower’s  credit.  ’The  credit  in¬ 
formation  relied  upon  by  the  insured 
shall,  in  its  judgment,  clearly  show  the 
borrower  to  be  solvent  wdth  reasonable 
ability  to  pay  the  obligation  and,  in  all 
other  respects,  a  reasonable  credit  risk. 

(c)  Effect  of  misstatements.  If  after 
the  loan  has  been  made,  in  good  faith,  the 
insured  discovers  any  material  misstate¬ 
ments  or  misuse  of  the  proceeds  of  the 
loan  by  the  borrower,  dealer,  or  others, 
he  shall  promptly  report  such  discovery 
to  the  Commissioner.  Any  such  discovery, 
however,  shall  not  affect  the  Commis¬ 
sioner’s  insurance,  provided  that  the 


validity  of  the  lien  on  the  mobile  home 
has  not  been  impaired. 

§  201.550  Limitation  on  outstanding 
loans  for  same  borrower. 

(a)  Outstanding  mobile  home  loan.  If 
the  borrower  is  already  obligated  under 
a  loan  for  the  purchase  of  a  mobile  home 
financed  under  this  subpart,  the  insured 
shall  determine  that  such  loan  has  or  will 
be  paid  in  full  prior  to  disbursal  of  the 
proceeds  of  an  additional  mobile  home 
loan.  This  requirement  may  be  waived  by 
the  Commissioner,  if  the  loan  would  oth¬ 
erwise  be  eligible. 

(b)  Outstanding  Federal  obligations. 
The  proceeds  of  a  loan  shall  not  be  dis¬ 
bursed  if  the  insured  has  knowledge  that 
the  borrower  is  past  due  more  than  15 
days  as  to  either  principal  or  interest 
with  respect  to  an  obligation  owing  to, 
or  insured  by,  any  department  or  agency 
of  the  Federal  Government.  This  re¬ 
quirement  may  be  waived  by  the  Com¬ 
missioner,  if  the  borrower  is  in  default 
under  an  obligation  by  reason  of  his  be¬ 
ing  in  the  military  service. 

Loan  Requirements 
§201.555  Payment  provisions. 

The  loan  shall  be  payable  in  one  of 
the  following  ways: 

(a)  In  equal  installments  falling  due 
monthly,  or  every  2  weeks.  The  first  pay¬ 
ment  shall  be  due  no  later  than  2  months 
from  the  date  of  the  loan.  The  loan  may 
provide  for  a  first  or  final  payment  in 
an  amount  other  than  the  amount  of  the 
regular  installment.  In  such  instance, 
the  first  or  final  installment  shall  not  be 
less  than  one-half  nor  more  than  one 
and  one-half  times  the  amount  of  tlie 
regular  installment. 

(b)  In  equal  installments  at  intervals 
corresponding  with  the  borrower’s  flow 
of  income.  In  such  cases,  the  obligation 
may  provide  for  installments  payable 
quarterly,  semiannually  or  annually, 
with  the  first  payment  to  be  made  no 
later  than  1  year  from  the  date  of  the 
obligation  and  subsequent  payments  to 
be  made  at  least  once  a  year. 

§  201. .560  Muturily  proviNion!^. 

The  obligation  shall  have  a  term  of  not 
less  than  1  year  or  more  than  12  years 
and  32  days  from  the  date  it  is  made,  ex¬ 
cept  that  an  obligation  for  a  mobile 
home  composed  of  two  or  more  modules 
shall  have  a  term  of  not  more  than  15 
years  and  32  days. 

§  201.565  Default  provision. 

The  obligation  shall  contain  a  provi¬ 
sion  for  acceleration  of  maturity,  at  the 
option  of  the  holder,  upon  default  in  the 
payment  of  any  installment  upon  the 
due  date  thereof,  or  failure  to  make  the 
payments  of  rent,  taxes,  or  other  charges 
incurred  in  connection  with  the  lot  or 
site  where  the  mobile  home  is  emplaced. 

§201.570  Late  charges. 

The  obligation  may  provide  for  a  late 
charge  not  to  exceed  5  cents  per  $1  of 
each  Installment  more  than  10  days  in 
arrears.  No  late  charge  in  excess  of  $7.50 
may  be  made  on  any  past  due  install¬ 
ment.  Any  late  charge  collected  from  the 
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borrower  as  a  penalty  shall  be  so  billed 
and  evidence  of  such  billing;  must  be  in 
the  loan  Ale  if  claim  therefor  is  made 
imder  the  Contract  of  Insurance. 

§  201.575  Validity  and  enforceability  of 
loan. 

The  obligation  shall  be  valid  and  en¬ 
forceable  against  the  borrower  and  be 
complete  and  regular  on  its  face.  The 
signatures  of  all  parties  on  the  docu¬ 
ment  evidencing  the  loan  obligation 
must  be  genuine.  The  obligation  shall  be 
secured  by  a  properly  recorded  financing 
statement  and  security  agreement  or 
other  security  instrument  which  creates 
a  first  lien  against  the  mobile  home  and 
its  furnishings,  equipment,  and  acces¬ 
sories. 

§  201.580  Provision  concerning  past 
due  loans. 

A  loan  shall  not  be  purchased  if  any 
installment  thereon  is  past  due  more 
than  15  days  at  the  date  of  purchase, 
except  purchases  of  loans  from  other  in¬ 
sured  lending  institutions  which  loans 
have  been  previously  reported  for 
insurance. 

§  201.585  Refinancing. 

A  new  obligation  entered  into  for  the 
purpose  of  liquidating  a  loan  previously 
reported  for  insurance  may  be  insured, 
if  such  new  loan  meets  the  requirements 
of  this  subpart  and  if  the  term  of  the 
new  loan  does  not  exceed  12  years  and 
32  days  or  17  years  from  the  date  of  the 
original  loan.  The  full  amount  of  any 
unearned  financing  charge  on  the  origi¬ 
nal  obligation  shall  be  refunded  to  the 
borrower.  The  borrower  may  be  assessed 
a  handling  charge  of  not  more  than  $25 
in  connection  with  the  refinancing. 

Dealer  and  Direct  Loans 
§  201.590  Types  of  loan  transactions. 

The  transaction  may  Involve  a  dealer 
loan  where  the  dealer  has  been  approved 
by  and  makes  the  loan  arrangements 
with  the  insured  or  it  may  involve  a  di¬ 
rect  loan  obtained  by  the  borrower 
directly  from  the  insured. 

§  201.595  Dealer  investigation,  approval 
and  control. 

Where  the  loan  Involves  a  dealer,  the 
insured  shall  comply  with  the  following 
requirements: 

(a)  Requisites  of  approved  dealer.  The 
Insured  shall  approve  as  dealer  an  ap¬ 
plicant  who  the  insured  considers  to  be 
reliable,  financially  responsible,  and 
qualified  to  satisfactorily  Install  the 
mobile  home  and  able  to  provide  the  bor¬ 
rower  with  proper  services  in  connection 
with  the  warranties  covering  such  home. 
This  approval  shall  be  evidenced  by  an 
executed  application  form,  together  with 
a  financial  statement  certified  by  a 
licensed  public  accountant.  The  applica¬ 
tion  shall  be  dated  and  signed  by  the 
dealer  and  shall  contain  the  signature 
of  the  insured  signifying  approval  of  the 
dealer. 

(b)  Financial  statement  required.  The 
insured  shall  obtain  a  financial  state¬ 
ment  of  the  dealer,  certified  by  a  licensed 


public  accountant,  not  less  than  once 
every  12  months.  If  no  loans  have  been 
purchased,  prior  to  the  date  of  such 
financial  statement,  the  insured  shall 
approve  the  dealer  as  provided  in  para¬ 
graph  (a)  of  this  section. 

(c)  Contents  of  file  and  records.  The 
insured  shall  maintain  a  file  on  each 
dealer  which  shall  contain  information 
as  follows: 

(1)  The  dealer  application  as  ap¬ 
proved  by  the  insured. 

(2)  Financial  statements,  credit  re¬ 
ports  and  any  other  information  ob¬ 
tained  to  support  the  dealer  application. 

(3)  Records  of  inspection  of  the 
dealer’s  place  of  business. 

(4)  Any  memoranda  relating  to  the 
insured’s  experience  wtih  loans  origi¬ 
nated  by  the  dealer. 

(d)  Reserve  account  and  guarantees. 
Reserve  accounts  to  cover  losses  on  loans 
reported  to  the  Commissioner  for  insur¬ 
ance  are  prohibited.  The  insured  may 
require  a  dealer  or  other  person  to  en¬ 
dorse  or  guarantee  payment  of  loan  obli¬ 
gations  so  long  as  no  reserve  account  is 
involved,  and  any  such  undertaking 
must  cover  the  full  amount  due  on  the 
obligation.  The  provisions  of  this  para¬ 
graph  shall  not  apply  to  agreements  be¬ 
tween  insured  lenders  covering  tlje  trans¬ 
fer  of  loans  already  reported  for  insur¬ 
ance. 

§  201.600  Procedures  on  direct  loans. 

Where  the  borrower  applies  for  a  loan, 
not  through  a  dealer,  but  directly  to  the 
insured,  the  provisions  of  §  201.595  shall 
not  apply.  In  such  instance,  the  insured, 
the  borrower  and  the  seller  shall  comply 
with  all  other  requirements  of  this  sub¬ 
part,  and  the  proceeds  check  shall  be 
drawn  jointly  to  the  order  of  the  bor¬ 
rower  and  the  seller  of  the  mobile  home. 

§  201.605  Placement  certificate. 

(a)  Prior  to  the  disbursement  of  the 
loan  proceeds,  the  insured  shall  obtain 
a  placement  certificate  form  signed  by 
the  borrower  and  the  dealer  or  seller 
establishing  that: 

(1)  The  mobile  home  has  been  placed 
on  a  site  meeting  the  requirements  of 
8  201.525. 

(2)  That  the  borrower  has  neither 
been  paid  nor  offered,  as  inducement  for 
the  consummation  of  the  transaction, 
any  cash  payment  or  rebate,  nor  has  it 
been  represented  to  the  borrower  that 
he  will  receive  a  cash  bonus  or  commis¬ 
sion  on  future  sales. 

(b)  If  the  insured  has  information  to 
the  contrary  with  regard  to  the  state¬ 
ments  in  the  placement  certificate,  he 
shall  not  disburse  the  loan  proceeds.  In 
the  absence  of  such  contrary  informa¬ 
tion,  he  may  disburse  the  loan  proceeds 
in  reliance  on  the  statements  contained 
in  the  placement  certificate. 

§  201.610  Advance  notice  of  dishiirse- 
inent. 

The  insured  shall  mail  to  the  bor¬ 
rower  the  written  advance  notice  form 
of  the  insured’s  intention  to  disburse 
the  proceeds  of  the  loan.  Such  notice 
shall  be  mailed  not  less  than  6  calendar 


days  prior  to  actual  disbursement.  A 
record  of  such  notice  showing  the  date 
of  mailing  to  the  borrower  shall  be 
retained  hi  the  insured’s  loan  file. 

§201.615  Precautionary  measures. 

If  the  insured  has  not  approved  the 
dealer  or  has  reason  to  withdraw  the 
approval  of  a  dealer,  that  has  previously 
been  approved  under  §  201.595  or  §  201.8, 
the  proceeds  of  a  loan  to  such  dealer  shall 
not  be  disbursed  imtil : 

(a)  The  insured  has  verified  all  state¬ 
ments  contained  on  the  borrower’s  credit 
application. 

(b)  The  borrower  and  dealer  have 
each  signed  the  placement  certificate  in 
the  presei.ee  of  the  insured. 

(c)  The  insured  has  inspected  the 
site  and  the  installation. 

(d)  The  insured  has  signed  a  state¬ 
ment  to  the  effect  that  the  above  re¬ 
quirements  were  met  prior  to  releasing 
the  proceeds  of  the  loan.  This  statement 
of  compliance  shall  accompany  each  loan 
report. 

§  201.620  Persons  ineligible  for  partici¬ 
pation. 

No  loan  shall  be  made  or  disbursed 
where  the  insured  has  knowledge  that 
any  person  participating  in  the  trans¬ 
action  as  de^er,  salesman,  borrower,  or 
in  any  other  capacity,  has  been  barred 
from  participation,  pursuant  to  §  200.190 
et  seq.  of  this  chapter,  in  either  of  the 
programs  provided  for  in  Subparts  A  and 
B  of  this  part. 

Insurance  Charge  Requirements 
§  201.625  Rate  of  insurance  charge. 

The  insured  shall  pay  to  the  Commis¬ 
sioner  an  insurance  charge  equal  to 
fifty  one-hundredths  (0.50)  of  1  percent 
per  annum  of  the  net  proceeds  of  any 
eligible  loan  reported  and  acknowledged 
for  insurance.  In  computing  the  insur¬ 
ance  charge,  no  charge  shall  be  made  for 
a  period  of  14  days  or  less,  and  a  charge 
for  a  month  shall  be  made  for  a  period 
of  more  than  14  days. 

§  201.6.30  When  insurance  charge  pay¬ 
able. 

(a)  Single  payment.  On  loans  having 
a  maturity  of  25  months  or  less,  the  in¬ 
surance  charge  for  the  entire  term  of 
the  loan  shall  be  paid  within  25  days 
after  the  date  the  Commissioner  ac¬ 
knowledges  to  the  insured  institution 
the  receipt  of  the  report  of  the  loan. 

(b)  Installment  payments.  On  loans 
having  a  maturity  in  excess  of  25  months, 
the  insurance  charge  shall  be  paid  in 
installments.  ’The  first  installment  shall 
be  equal  to  the  charge  for  1  year  and  be 
paid  within  25  days  of  the  Commission¬ 
er’s  acknowledgment  of  the  loan  report. 
The  second  and  succeeding  installments, 
each  equal  to  the  charge  for  1  year,  shall 
be  paid  on  the  first  and  each  succeeding 
anniversary  of  the  first  day  of  the  month 
following  the  date  of  the  loan. 

§  201.635  luKiiranco  charge  adjiislmcnls 
on  transfers. 

Where  there  is  a  transfer  of  obliga¬ 
tions  between  insured  lenders  and  the  in¬ 
surance  charge  on  such  obligations  has 
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already  been  paid,  any  adjustments,  of 
such  charge  shall  be  made  by  the  lenders 
Involved,  except  that  any  unpaid  install- 
ments  of  the  Insurance  charge  shall  be 
paid  by  the  purchasing  lender. 

§  201.640  Refund  or  abatement  of  in> 
surance  cliargo^ 

An  insured  shall  be  entitled  to  a  refund 
or  abatement  of  Insurance  charges  only 
in  the  following  instances: 

(a)  Where  the  obligation  has  been  re¬ 
financed,  the  unearned  portion  of  the 
charge  on  the  original  obligation  shall  be 
credited  to  the  charge  on  the  refinanced 
loan. 

(b)  Where  the  obligation  is  prepaid  in 
full  or  an  in.surance  claim  is  filed,  charges 
falling  due  after  such  prepayment  or 
claim  shall  be  abated. 

(c)  Where  a  loan  (or  a  portion 
thereof)  is  found  to  be  ineligible  for  in¬ 
surance,  charges  paid  on  the  ineligible 
portion  shall  be  refimded.  Such  refimd 
shall  be  made,  however,  only  if  a  claim 
is  denied  by  the  Commissioner  or  the  in¬ 
eligibility  is  reported  by  the  insured 
promptly  upon  discovery.  In  no  event 
shall  a  charge  be  refunded  on  the  basis 
of  loan  ineligibility  where  the  applica¬ 
tion  for  refund  is  made  after  the  loan 
has  been  paid  In  full. 

§  201.615  I.imit  on  idiarge  to  borroHcr. 

The  insurance  charge  paid  by  the  in¬ 
sured  shall  not  be  passed  on  to  the  bor¬ 
rower,  if  such  action  would  cause  the 
total  payments  for  which  the  borrower 
is  liable  to  exceed  the  maximiun  permis¬ 
sible  amount  which  may  be  collected 
from  him  for  Interest,  discount,  and  all 
other  charges  in  connectlwi  with  the 
transaction. 

Loan  Reporting  and  Servicing 
§201.650  Report  of  loans. 

(a)  Date  of  reports.  A  loan  report  on 
the  prescribed  form  shall  be  transmitted 
to  the  Federal  Housing  Administration 
at  Washington,  D.C.,  within  31  days  from 
the  following  dates: 

(1)  In  the  c&se  of  an  original  loan, 
the  date  of  the  loan  or  the  date  upon 
which  It  was  purchased  by  the  insured, 

(2)  In  the  case  of  a  refinancing,  the 
date  of  the  refinancing  loan. 

(3)  In  the  case  of  a  transfer  of  the 
loan  to  another  insmeo  lender,  the  date 
of  the  transfer. 

(b)  Lofc  reports.  If  the  loan  Is  cur¬ 
rent,  the  Commi.ssioner  may  in  his  dis¬ 
cretion,  accept  a  late  report  on  a  loan 
where  the  insured  certifies  that  the  obli¬ 
gation  is  not  in  default. 

(c)  Transfer  of  loan  between  insured 
lenders.  All  of  the  provisions  of  §  201.12 

(d)  governing  the  transfer  of  loans  be¬ 
tween  insured  lenders  shall  apply  to  loans 
insured  imdei  tliis  Subpart  B. 

§  201.655  Serviring  and  rollcclion. 

The  insured  shall  service  loans  In  ac¬ 
cordance  with  accepted  practices  of 
prudent  lending  institutions.  The  in¬ 
sured  shall  have  adequate  facilities  for 
contacting  the  borrower  in  the  event  of 
default  and  shall  otherwise  exercise  dili¬ 
gence  in  collecting  the  amount  due.  The 
insured  shall  remain  responsible  to  the 
Commissioner  for  proper  collection  ef¬ 


forts,  even  though  the  actual  servicing 
and  collection  may  be  performed  by  an 
agent  of  such  insured. 

§  201.660  Administrative  reporta  and 
examinations. 

The  Commissioner  may  at  any  time 
csdl  upon  an  insured  for  such  reports  as 
the  Commissioner  may  deem  to  be  neces¬ 
sary  in  connection  with  the  regulations 
In  this  subpart.  The  Commissioner  may 
inspect  the  books  or  accounts  of  the  in¬ 
sured  as  they  pertain  to  the  loans  re¬ 
ported  for  insurance. 

Claims 

§  201.66.5  Claim  application. 

(a)  How  to  file.  Claim  for  reimburse¬ 
ment  for  loss  on  any  eligible  loan  shall 
be  made  on  a  form  provided  by  the  Com¬ 
missioner  and  executed  by  a  qualified 
officer  of  the  insured.  The  claim  shall  be 
accompanied  by  the  Insured’s  complete 
file  pertaining  to  the  transaction.  Where 
the  insured  Is  required  by  law  to  keep  an 
original  document  in  his  possession,  a 
copy  of  the  orlgrlnal  document  shall  be 
acceptable. 

(b)  When  to  file.  Claim  shall  not  be 
filed  by  the  insured  until  after  default, 
repossession,  and  sale  of  the  mobile 
home.  Such  claim  shall  be  filed  no  later 
than  9  months  and  31  days  after  the 
due  date  of  the  earliest  fully  unpaid  in¬ 
stallment  provided  for  in  the  obligation, 
unless  an  extension  Is  requested  and 
approved  by  the  Commissioner. 

§  201.670  Assignment  of  security. 

If  a  deficiency  judgment  or  other  se¬ 
curity  has  been  obtained,  it  shall  be 
assigned  to  the  United  States  of  America, 
on  a  form  recordable  in  the  Jurisdiction 
in  which  the  Judgment  or  other  security 
was  taken. 

§201.675  Insurance  reserve. 

All  of  the  provisions  of  §  201.12  with 
respect  to  the  maintenance  for  each  in¬ 
sured  lender  of  a  general  insurance  re¬ 
serve  shaU  apply  with  respect  to  loans 
reported  for  insurance  under  subparts 
A  and  B.  The  aggregate  amount  of  loans 
advanced  by  an  insured  lender,  for  the 
purposes  of  determining  its  general  in¬ 
surance  reserve,  shall  include  loans  re¬ 
ported  for  insurance  imder  both  sub¬ 
parts  A  and  B  of  this  part. 

§  201.680  Amount  of  claim. 

An  insured  may  be  reimbursed  for 
losses  on  loans  made  in  accordance  with 
the  regulations  under  this  subpart,  up  to 
the  amount  of  Its  general  insurance  re¬ 
serve.  The  amoimt  of  the  reimbursement 
Is  determined  by  following  the  compu¬ 
tation  steps  prescribed  in  paragraphs 
(a),  (b)  and  (c)  of  this  section: 

(a)  Deduct  from  the  impaid  amoimt 
of  the  obligation  (net  unpaid  principal 
and  the  earned  portion  of  the  financing 
charge,  at  the  time  of  default)  the  actual 
sales  price  obtained  for  the  mobile  home 
following  Its  repossession,  or  the  ap¬ 
praised  value  of  the  mobile  home,  which¬ 
ever  amount  Is  the  greater.  The  determi¬ 
nation  of  appraised  value  (for  the  pur¬ 
poses  of  this  paragraph)  shall  be  made 
by  the  Commissioner,  at  his  option,  on 
the  basis  of  either  the  value  listed  In 


a  current  accepted  “blue  or  red  book” 
value  rating  publication  (establishing 
wholesale  values  for  comparable  mobile 
homes  in  the  geographic  rating  area) 
or  on  the  basis  of  an  actual  appraisal  of 
the  mobile  home.  The  Commissioner’s 
determination  of  appraised  value  shall 
be  binding  on  the  Insured  for  the  pur¬ 
poses  of  establishing  its  loss. 

(b)  Add  to  90  percent  of  the  amount 
determined  under  paragraph  (a)  of  this 
section  90  percent  of  the  interest  at  7 
percent  per  annum  on  the  amount  de¬ 
termined  imder  paragraph  (a)  of  this 
section,  computed  from  the  date  of 
default: 

(1)  To  either  the  date  of  the  claim  ap¬ 
plication  or  for  a  period  of  9  months  and 
31  days  following  such  default  date, 
whichever  period  of  time  is  the  lesser  or, 

(2)  To  the  date  of  certification  of  the 
claim  for  payment,  in  a  case  where  an 
otherwise  eligible  claim  has  been  held  in 
suspense  by  the  Commissioner  pending 
a  determination  of  the  eligibility  for  in¬ 
surance  of  other  claims  or  locms,  or  by 
an  investigation  of  the  insured’s  loan 
or  claim  activities. 

(c)  Add  to  the  amount  obtained  under 
paragraph  (b)  of  this  section  the  follow¬ 
ing  sJlowances  for  expenditures  made  by 
the  insured: 

(1)  The  costs  of  repossessing  and  re¬ 
furbishing  the  mobile  h(»ne.  not  to  ex¬ 
ceed  $500. 

(2)  Attorney’s  fees,  not  to  exceed  $100. 

(3)  Uncollected  court  costs  including 
fees  paid  for  issuing,  serving  and  filing 
summons. 

(4)  A  sales  commission  to  the  dealer 
for  the  resale  of  the  repossessed  mobile 
home,  not  to  exceed  3  percent  of  the 
sales  price. 

Amendments 

§  201.900  Amendment  and  efTeet. 

The  regulations  in  this  part  may  be 
amended  by  the  Commissioner  at  any 
time,  but  such  amendment  shall  not  ad- 
vers^y  affect  the  •insurance  privileges 
of  an  insured  with  respect  to  any  loan 
previously  made  or  in  the  process  of 
being  made.  Unless  otherwise  provided, 
an  amendment  shall  be  applicable  to  any 
loan  or  the  refinancing  of  any  loan,  when 
the  loan  is  made  pursuant  to  an  appli¬ 
cation  dated  on  or  after  the  effective  date 
of  such  amendment. 
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Authoeitt;  The  provUlona  of  this  Part 
203  Issued  under  sec.  2,  48  Stat.  1248,  as 
amended;  13  U.S.C.  1703. 

§  202.1  Definitions. 

As  used  in  the  regulations  in  this  part: 
(a)  “Act”  means  the  National  Housing 
Act,  as  amended. 
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(b)  “Administration”  means  the  Fed¬ 
eral  Housing  Administration. 

(c)  “Commissioner”  means  the  Fed¬ 
eral  Housing  Commission  or  his  duly 
authorized  representative. 

(d)  “Contract  of  insurance”  includes 
all  of  the  provisions  of  the  regulations  In 
this  part  and  of  the  applicable  provisions 
of  the  act. 

(e)  “Insured”  means  any  financial  In¬ 
stitution  holding  a  Contract  of  Insur¬ 
ance  imder  Title  I  of  the  act. 

(f)  “Loan”  and  “Class  3  loan”  mean 
any  loan  made  under  the  regulations  In 
this  part  for  the  purpose  of  financing 
the  construction  of  a  new  structure  to 
be  used  in  whole  or  in  part  for  residential 
pmposes. 

(g)  “Borrower”  means  one  who  Is  an 
eligible  owner  or  lessee  of  real  property 
upon  which  a  new  structme  is  to  be  or 
has  been  constructed  pursuant  to  the 
provisions  of  the  act  and  the  regtUations 
in  this  part  and  who  applies  for  and  re¬ 
ceives  an  advance  of  credit  in  reliance 
upon  the  provisions  of  the  act  and  the 
regulations  in  this  part. 

(h)  “Installment  payment”  includes 
that  deposit  to  an  account  or  fund  which 
represents  the  partial  repasmient  of  a 
loan. 

(i)  “Mortgage”  includes  a  note,  bond, 
deed  of  trust,  or  other  evidence  of  in¬ 
debtedness  or  security  instrument  taken 
in  coimectlon  with  a  Class  3  loan. 

(J)  “Class  3  structure”  means  a  struc¬ 
ture,  the  construction  of  which  Is 
financed  with  the  proceeds  of  an  eligible 
Class  3  loan. 

(k)  “Discount  loan”  means  a  loan 
made  on  a  discount,  gross  charge,  or 
non-interest-bearing  basis. 

(l)  “Interest-bearing  loan”  means  a 
loan  represented  by  a  note  payable  in 
monthly  installments  bearing  simple  In¬ 
terest  on  the  principal  outstanding  from 
time  to  time. 

§  202.3  Eligible  borrowers. 

A  borrower,  in  order  to  be  eligible  for 
a  Class  3  loan: 

(a)  Eligible  owners  or  lessees.  Shall 
be  (1)  the  fee  simple  owner  of  unen¬ 
cumbered  land  upon  which  the  new 
structure  is  to  be  bxillt  or  (2)  the  lessee 
of  such  unencumbered  land  under  a 
lease  from  the  United  States  Govern¬ 
ment  for  a  term  of  at  least  6  months 
beyond  the  maturity  of  the  loan  or  (3) 
the  lessee  of  such  unencumbered  land 
under  a  lease  for  99  years  which  is  re¬ 
newable  or  under  a  lease  which  has  SO 
years  to  run  from  the  date  the  mortgage 
is  executed.  If  the  borrower  is  a  lessee 
the  provisions  of  the  lease  shall  be  sub¬ 
mitted  to  and  approved  by  the  Commis¬ 
sioner.  Any  lease  other  than  a  lease 
from  the  United  States  Government 
must  provide  for  an  annual  rental  not 
in  excess  of  5  percent  of  the  valuation 
placed  upon  the  unimproved  land  by 
the  Insured  and  shall  contain  a  provi¬ 
sion  which  will  entitle  the  lessee  to  ob¬ 
tain  a  fee  simple  title  to  such  land  upon 
pa3rment  at  any  time  after  1  month’s 
written  notice  of  a  sum  not  in  excess  of 
the  appraised  valuation  placed  upon 
such  land  at  the  time  the  loan  is  made. 
If  the  parties  so  desire  the  lease  may 
provide  for  the  deferment  of  such  right 
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to  obtain  the  fee  simple  title  for  a  period 
not  to  exceed  5  years  from  the  date  of 
the  mortgage;  but  in  any  event  the  lease 
must  contain  a  provision  giving  the 
Federal  Housing  Commissioner  the  w 
tion  to  purchase  the  fee  simple  title 
upon  60  days’  written  notice  to  the 
lessor  in  the  event  the  Commissioner 
acquires  the  interest  of  the  lessee  pur¬ 
suant  to  the  provisions  of  the  regula¬ 
tions  in  this  part. 

(b)  Borrowers  equity.  Shall  establish 
to  the  satisfaction  of  the  insured  by 
certification  on  the  credit  application 
provided  or  in  §  202.5  that  after  the 
mortgage,  deed  of  trust,  or  similar  in¬ 
strument  has  been  recorded,  the  property 
will  be  free  and  clear  of  all  Hens  other 
than  such  mortgage,  deed  of  trust,  or 
similar  instriunent,  except  taxes  and 
ground  rents  not  due  and  payable  and 
special  assessments  not  in  arrears,  and 
that  in.  addition  to  the  loan  he  has  an 
investment  in  the  property  in  cash,  in 
land,  or  an  Interest  in  the  land  in  an 
amount  equal  to  5  percent  of  the  ap¬ 
praised  value  of  the  completed  property 
as  determined  imder  S  202.8(b). 

§  202.4  Eligible  improvements. 

(а)  Purpose.  A  loan  must  be  for  the 
purpose  of  financing  the  construction  of 
a  cnass  3  structure  and  appurtenances 
thereto  located  within  the  United  States, 
its  territories  and  possessions,  and  which 
is  commenced  on  or  after  August  19. 
1947,  in  reliance  upon  the  credit  facilities 
afforded  by  Title  I  of  the  National  Hous¬ 
ing  Act.  as  amended,  and  which  con¬ 
forms  to  the  foUowing  requirements 
relating  to  the  land  and  improvements 
thereon: 

(1)  ’The  development  and  use  of  land 
shall  not  violate  any  zoning  or  deed  re¬ 
strictions  applicable  to  the  project  site 
and  must  comply  with  all  appUcable 
building  regulations. 

(2)  ’The  land  shall  comprise  a  single 
plot  of  not  less  than  4,000  square  feet. 

(3)  Vehicular  access  to  the  property 
shall  be  provided  by  a  public  street  or 
way  or  private  means  protected  by  a 
permanent  easement. 

(4)  Grading  or  drainage  shall  divert 
water  away  from  buildings  and  off  the 
site. 

(5)  ’The  structure  shall  be  limited  in 
design  to  single-family  occupancy. 

(б)  ’The  structure  shall  have  a  Uvlng 
room  which  may  contain  space  for  cook¬ 
ing  and  dining,  and  at  least  one  separate 
room  designed  for  sleeping  purposes. 
’The  total  fioor  area  shall  not  be  less  than 
360  square  feet. 

(7)  All  rooms,  including  bathrooms. 
If  any,  shaU  be  provided  with  one  or  more 
windows  to  permit  adequate  natural 
light  and  ventilation. 

(8)  Where  winter  house  heating  by 
means  other  than  electricity  is  the  es¬ 
tablished  custom,  a  safe  means  of  dis¬ 
posing  of  the  products  of  combustion  to 
the  outside  air  shall  be  provided. 

(9)  Each  single-family  unit  shall  be 
provided  with  an  on-site  supply  of  safe 
and  palatable  water.  Where  public  or 
community  water  service  is  available  to 
the  subject  property,  it  shaU  be  con¬ 
nected  with  the  structure  and  with  the 


24503 

fixtures  required  in  subparagraph  (12) 
of  this  paragraph. 

(10)  Each  single-family  unit  shall  be 
provided  with  a  sanitary  means  of  sew¬ 
age  disposal.  Where  public  or  commu¬ 
nity  sewerage  is  available  to  the  prop¬ 
erty,  connection  shaU  be  made  thereto 
and  to  the  fixtures  required  in  subpara¬ 
graph  (12)  of  this  paragraph. 

(11)  Where  individual  water  supply 
and  sewerage  systems  are  used,  the  in¬ 
stallations  shall  conform  with  local  sani¬ 
tary  regulations  for  such  Individual 
systems.  Where  on-site  well  or  cistern 
supply  equipped  with  a  pump  and  an  on¬ 
site  sanitary  pit  privy  are  used,  when 
this  conforms  with  the  established  cus¬ 
tom  of  the  neighborhood,  the  installation 
shall  comply  with  the  recommendations 
of  the  local  department  of  health  or  in 
the  absence  of  such  recommendations 
with  the  United  States  Public  Health 
Service  publications  “Rural  Water  Sup¬ 
ply  Sanitation”  or  “Individual  Sewage 
Disposal  Systems.”  Evidence  of  compU- 
ance  shall  be  secured  from  the  health  au¬ 
thority  having  jiulsdlctlon  and  the  In¬ 
sured  may  rely  upon  such  evidence  as 
establishing  compliance  with  this  sub- 
paragraph. 

(12)  Where  connection  with  a  public 
or  community  water  and  sewage  disposal 
system  is  made  as  required  in  subpara¬ 
graphs  (9)  and  (10)  of  this  paragraph, 
a  kitchen  sink  and  bathroom  with  bath¬ 
tub  or  shower,  water  closet  and  lavatory 
shall  be  provided.  This  requirement  also 
applies  when  an  individual  water-car¬ 
riage  sewage  disposal  system  is  Installed 
on  the  property.  When  disposal  Is  by 
sanitary  pit  privy,  the  water  closet  and 
lavatory  may  be  omitted  and  the  other 
fixtures  shall  be  connected  with  a  dry 
well.  When  water  is  provided  by  a  well 
or  cistern  supply  and  a  privy  is  used,  all 
bathroom  fixtures  may  be  omitted. 

(13)  Where  electricity  is  available, 
connection  shall  be  made  thereto. 

(14)  In  the  case  of  a  loan  which  Is 
for  the  purpose  of  financing  the  build¬ 
ing  of  a  Class  3  structure  for  sale  or  for 
rent,  the  borrower  shall  certify  to  the 
insured  that  the  footings,  foundations, 
columns,  and  structural  elements  of  load 
bearing  sections  of  the  structure,  in¬ 
cluding  exterior  walls.  Interior  parti¬ 
tions,  floors,  ceilings,  roofs  and,  when 
included,  heating,  plumbing  and  elec¬ 
trical  installations  comply  with  the  Fed¬ 
eral  Housing  Administration  minimum 
construction  requirements  contained  in 
the  “Minimum  Property  Requirements 
for  Properties  of  One  or  Two  Living 
Units”  for  the  area  in  which  the  prop¬ 
erty  is  located. 

(15)  The  above  conditions  may  be  var¬ 
ied  under  special  circumstances  and  in 
certain  areas  upon  prior  approval  of  the 
Commissioner. 

(b)  Unfinished  structures.  The  pro¬ 
ceeds  of  a  loan  shall  not  be  used  to  fi¬ 
nance  the  cost  of  completing  an  unfin¬ 
ished  structure,  unless  the  unfinished 
structure  was  begun  under  a  Class  3 
loan,  in  which  case  the  total  of  all  such 
loans  shall  not  exceed  $4,500. 

(c)  Architectural  services.  ’The  pro¬ 
ceeds  of  a  loan  may  be  used  to  pay  for 
architectural  and  engineering  services 
and  builders’  profit  in  connection  with 
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the  building  of  new  structures  financed 
In  accordance  with  the  regulations  In 
this  part. 

(d)  Refinancing  existing  obligations 
prohibited.  The  proceeds  of  a  loan  shall 
not  be  used  for  the  purpose  of  refinanc¬ 
ing  existing  obligations  not  previously 
made  or  reported  for  Insurance  pursuant 
to  the  regulations  in  this  part. 

S  202.5  Credits 

(a)  Credit  application.  Prior  to  mak¬ 
ing  a  loan  the  insured  shall  obtain  a 
dated  credit  application  executed  by  the 
borrower  on  a  form  approved  by  the 
Commissioner.  A  separate  credit  appli¬ 
cation  is  required  for  each  loan  made  or 
mortgage  purchased. 

(b)  Credit  investigation.  The  credit 
application,  supplemented  by  such  other 
information  as  the  insured  deems  neces¬ 
sary,  must.  In  the  Judgment  of  the  In¬ 
sured,  clearly  show  the  borrower  to  be 
solvent,  with  reasonable  ability  to  pay 
the  obligation  and  in  other  respects  a 
reasonable  credit  risk.  If,  after  the  loan 
is  made,  an  insured  who  acted  in  good 
faith  discovers  any  material  misstate¬ 
ments  or  misuse  of  the  proceeds  of  the 
loan  by  the  borrower,  dealers,  or  others, 
the  eligibility  of  the  mortgage  for  insur¬ 
ance  will  not  be  affected.  However,  the 
Insured  shall  promptly  report  such  dis¬ 
covery  to  the  Commissioner. 

(c)  Reliance  on  credit  application. 
An  insured  acting  in  good  faith  may,  in 
the  absence  of  information  to  the  con¬ 
trary,  rely  upon  all  statements  of  fact 
made  by  the  bon'ower  which  are  called 
for  by  the  borrower’s  credit  application. 

(d)  Outstanding  FUA  and  direct  Fed¬ 
eral  obligations.  The  proceeds  of  a  loan 
shall  not  be  disbursed  if  the  Insured  has 
knowledge  that  the  borrower  is  past  due 
more  than  15  days  as  to  either  principal 
or  interest  with  respect  to  an  obligation 
owing  to,  or  Insured  by,  any  department 
or  agency  of  the  Federal  Government: 
Provided.  That  nothing  contained  herein 
shall  prevent  the  making  of  a  loan 
otherwise  ellgibile,  even  though  the  bor¬ 
rower  Is  in  default  under  such  an  obliga¬ 
tion  by  reason  of  his  military  .service  and 
the  approval  of  the  Commissioner  is 
obtained. 

(e)  Past  due  Title  I  mortgages  at  time 
of  purchase.  A  mortgage  shall  not  be 
purchased  when  any  Installment  thereon 
Is  past  due  more  than  15  days  at  the  date 
of  purchase  except  purchases  of  mort¬ 
gages  under  the  provisions  of  §  202.12. 

(f)  Collections.  The  insured  is  re¬ 
quired  to  service  loans  in  accordance 
with  acceptable  practices  of  prudent 
lending  institutions.  In  the  event  of  de¬ 
fault,  the  Insured  should  have  adequate 
facilities  for  contacting  the  borrower 
and  otherwise  exercise  diligence  In  col¬ 
lecting  the  amount  due.  The  Insured  is 
responsible  to  the  Commissioner  for 
proper  collection  efforts  even  though 
actual  collection  may  be  performed  by 
an  agent. 

§  202.6  Eligible  interest  bearing  loans. 

(a)  Mortgage  provisions.  In  order  to 
be  eligible  for  insurance  a  loan  shall  be 
secured  by  collateral  security  in  the  form 
of  a  duly  recorded  first  mortgage,  first 
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deed  of  trust,  or  similar  instrument 
which  constitutes  a  first  lien  upon  a  fee 
simple  or  leasehold  interest  In  the  land 
and  buildings,  appurtenances,  and  im¬ 
provements  thereon  and  which: 

(1)  Is  in  a  form  approved  by  the  Com¬ 
missioner  for  use  In  the  Jurisdiction  in 
which  the  property  covered  by  the  mort¬ 
gage.  deed  of  trust,  or  similar  Instrument 
Is  situated  and  involves  a  principal 
amount  not  In  excess  of  $4,500. 

(2)  Shall  provide  for  interest  at  such 
rate  as  may  be  agreed  upon  between  the 
borrower  and  the  Insured  but  in  no  case 
shall  such  interest  be  in  excess  of  4V^ 
percent  per  amium  on  the  outstanding 
principal.  Interest  and  principal  shall 
be  payable  in  monthly  installments  (or 
other  periodic  Installments  as  provided 
in  subparagraph  (11)  of  this  paragraph. 
In  the  event  interest  is  payable  in  in¬ 
stallments  corresponding  to  the  income 
periods  shown  on  the  cerdlt  application, 
such  interest  payments  may  be  required 
In  advance  for  each  installment  period.) 

(3)  May  provide  for  payments  by  the 
borrower  to  the  Insured  on  esu:h  install¬ 
ment  payment  date  of  an  amount  equal 
to  the  annual  insurance  charge  payable 
by  the  insured  to  the  Commissioner,  di¬ 
vided  by  the  number  of  installment  pay¬ 
ment  dates  to  elapse  prior  to  the  date 
such  charge  is  due  and  payable  to  the 
Commissioner.  ' 

(4)  Shall  provide  for  such  equal  pay¬ 
ments  by  the  borrower  to  the  insured 
on  each  installment  payment  date  as  will 
amortize  the  ground  rents,  if  any,  and 
the  estimated  amovmt  of  all  taxes,  spe¬ 
cial  asessments.  If  any,  and  fire  and 
other  hazard  insurance  premiiuns.  with¬ 
in  a  period  ending  1  month  prior  to 
the  date  on  which  same  became  delin¬ 
quent.  Such  payments  shall  be  held  by 
the  Insured  in  a  manner  satisfactory  to 
the  Commissioner  for  the  purpose  of 
paying  such  groimd  rents,  taxes,  assess¬ 
ments,  and  Insurance  premiums  before 
the  same  become  delinquent  for  the  ben¬ 
efit  and  accoimt  of  the  borrower.  The 
mortgage  shall  also  make  provision  for 
adjustments  in  case  the  estimated 
amount  of  such  taxes,  assessments,  and 
insurance  premiums  should  prove  to  be 
more  or  less  than  the  actual  amotmt 
thereof  so  paid  by  the  insured. 

(5)  Shall  contain  a  privilege  of  pre¬ 
payment  in  full  or  in  amounts  equal  to 
one  or  more  installment  payments  on  the 
principal  that  are  next  due  on  the  mort¬ 
gage  at  any  interest  payment  date  upon 
30  days’  prior  notice  and  without  pre¬ 
mium  or  penalty. 

(6)  Shall  provide  that  all  installment 
payments  to  be  made  by  the  borrower  to 
the  insured  shall  be  added  together  and 
the  aggregate  amount  thereof  shall  be 
applied  to  the  following  items  In  the 
order  set  forth : 

(i)  Insurance  charges  due  the  Federal 
Housing  Commissioner. 

(11)  Ground  rents,  taxes,  special  as¬ 
sessments,  and  fire  and  other  hazard 
insurance  premiums. 

(ill)  Interest  on  the  loan. 

(iv)  Amortization  of  the  principal  of 
the  loan. 

(7)  May  provide  for  a  late  charge  to 
be  paid  by  the  borrower,  not  to  exceed 


2  cents  for  each  dollar  for  each  install¬ 
ment  payment  more  than  15  days  In 
arrears.  No  late  charge  may  be  accrued 
in  excess  of  $5.00.  The  borrower  mxist 
be  billed  for  the  penalties  collected  as 
such,  and  evidence  of  such  billings  mmt 
be  in  the  file  If  claim  is  made  under  the 
contract  of  Insurance. 

(8)  Shall  contain  a  provision  for  ac¬ 
celeration  of  maturity  at  the  option  of 
the  holder  in  the  event  of  defaiQt. 

(9)  Shall  not  have  a  final  maturity  In 
excess  of  20  years  sind  5  calendar  months. 

(10)  Shall  provide  for  not  more  than 
240  monthly  payments  which  shall  fall 
due  on  the  first  day  of  a  month  and 
unless  the  approval  of  the  Commissioner 
is  obtained,  the  first  such  pasonent  shall 
fall  due  not  less  than  6  days  nor  more 
than  6  calendar  months  from  the  date  of 
the  mortgage,  except  as  provided  in  sub- 
paragraph  (11)  of  this  paragraph. 

(11)  In  instances  in  which  the  credit 
application  of  the  borrower  indicates 
that  not  less  than  51  percent  of  the  in¬ 
come  of  the  borrower  is  derived  directly 
from  the  sale  of  agricultural  crops,  com¬ 
modities  or  livestock  produced  by  him, 
the  mortgage  may  provide,  in  lieu  of 
monthly  installments,  for  substantially 
equal  Installment  payments  correspond¬ 
ing  to  the  income  periods  shovm  on  the 
credit  application:  Provided,  however. 
That  the  first  psiyment  must  be  \rithln 
12  months  of  the  date  of  the  mortgage 
and  Uiat  at  least  one  pasrment  must  be 
made  during  each  calendar  year  there¬ 
after. 

(b)  Borrowers'  payments.  The  bor¬ 
rower  must  pay  to  the  Insured,  upon  the 
execution  of  the  mortgage,  a  sum  that 
will  be  sufficient  to  pay  premiums  on  fire 
and  other  insurance  required  by  the 
insured  pursuant  to  the  terms  of  the 
mortgage,  and  ground  rents.  If  any  esti¬ 
mated  taxes,  special  assessments,  drain¬ 
age,  and  Irrigation  charges  applicable  to 
the  period  begiiming  <m  the  date  to 
which  such  groimd  rents,  taxes,  assess¬ 
ments,  and  charges  were  last  i^d  and 
ending  on  the  date  of  the  first  periodic 
pasrment  imder  the  mortgage.  The  bor¬ 
rower.  at  such  time,  may  also  be  required 
to  pay  a  sum  equsJ  to  the  first  annual 
Insurance  charge  plus  an  amoimt  equal 
to  one-twelfth  of  the  annual  insurance 
charge  multiplied  by  the  number  of 
months  to  elapse  from  the  date  of  the 
closing  of  the  loan  to  the  date  of  the  first 
periodic  payment,  and  if  the  mortgage 
provides  for  payment  of  Interest  In  ad¬ 
vance,  interest  to  the  due  date  of  the 
first  periodic  payment  thereunder.  Tlie 
insured  may  charge  the  borrower  any 
fees  paid  to  the  Administration  and  an 
initial  service  charge  in  an  amount  suf¬ 
ficient  to  reimburse  the  insured  for  the 
cost  of  closing  the  transaction.  Including 
appraisal  and  construction  Inspection 
fees  but  in  no  case  shall  the  amoimt  of 
such  service  charge  be  in  excess  of  2  per¬ 
cent  of  the  original  principal  amount  of 
the  loan. 

(c)  Recording  fees  and  title  costs.  In 
addition  to  the  charges  hereinbefore 
mentioned  the  insured  may  collect  from 
the  borrower  only  recording  fees  and 
such  costs  of  title  search  as  are  custom¬ 
ary  in  the  community. 
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§  202.7  Eligible  discount  loans. 

(a)  A  “discount”  loan  shall  be  secured 
by  collateral  security  In  the  form  of  a 
duly  recorded  first  mortgage,  first  deed  of 
trust  or  other  similar  instnunent,  which 
is  approved  as  to  form  by  the  Commis¬ 
sioner  and  which  constitutes  a  first  lien 
upon  a  fee  simple  or  leasehold  Interest 
in  the  land  and  buildings,  appurte¬ 
nances,  and  Improvements  thereon  and; 

(1)  Shall  not  be  in  excess  of  $4,500 
exclusive  of  financing  charges  to  the 
borrower. 

(2)  Shall  not  have  a  maturity  in  ex¬ 
cess  of  20  years  and  5  calendar  months. 

(3)  May  provide  for  a  maximum 
financing  charge  to  be  paid  by  the  bor¬ 
rower  for  Interest,  dlscoimt,  and  fees  of 
all  kinds,  other  than  those  referred  to 
in  subparagraph  (4)  of  this  paragraph 
and  paragraphs  (b)  and  (c)  of  this  sec¬ 
tion,  in  connection  with  the  transaction 
not  in  excess  of  an  amotmt  based  on 
tables  of  calculations  issued  by  the  Fed¬ 
eral  Hoxislng  Commissioner,  and  in¬ 
tended  to  provide  a  financing  charge 
equivalent  to  that  permitted  by  the  reg¬ 
ulations  in  this  part  as  to  interest-bear¬ 
ing  loans.  The  acceptance  of  a  volim- 
tary  pasrment  of  one  or  more  installments 
prior  to  due  date  i^all  not  be  construed 
as  increasing  the  maximum  permissible 
financing  charge  as  provided  in  this  sub- 
paragraph.  However,  if  the  entire  loan 
is  paid  in  advance,  the  insured  shall 
make  a  rebate  of  the  entire  imeamed 
financing  charge. 

(4)  Shall  provide  for  such  equal 
monthly  payments  by  the  borrower  to 
the  Insured  institution  as  will  amortize 
the  ground  rents,  if  any,  and  the  esti¬ 
mated  amount  of  all  taxes,  special  as¬ 
sessments,  if  airy,  and  fire  and  other 
hazard  Insurance  premiums  within  a  pe¬ 
riod  ending  1  month  prior  to  the  date 
on  which  same  become  delinquent.  In 
such  event  the  note  shall  further  pro¬ 
vide  that  such  payments  shall  be  held  by 
the  Insured  institution  in  a  manner  sat¬ 
isfactory  to  the  Commissioner  for  the 
purpose  of  paying  such  ground  rents, 
taxes,  assessments,  and  insurance  pre- 
mliuns  before  the  same  become  delin¬ 
quent  for  the  benefit  and  account  of  the 
borrower  and  shall  also  make  provision 
for  adjustments  in  case  the  estimated 
amount  of  such  taxes,  assessments,  and 
Insurance  premliuns  shall  prove  to  be 
more  or  less  than  the  actual  amoimt 
thereof  so  paid  by  the  borrower.  If  the 
Income  of  the  borrower  is  derived  from 
the  sale  of  agricultural  crops,  commodi¬ 
ties,  or  livestock,  payments  may  be  sea¬ 
sonal  as  provided  in  subparagraph  (7) 
of  this  paragraph. 

(5)  May  provide  for  a  late  charge,  to 
be  paid  by  the  maker,  not  to  exceed  two 
cents  for  each  dollar  of  each  installment 
more  than  15  days  in  arrears.  In  lieu  of 
late  charges,  notes  may  provide  for  in¬ 
terest  on  past  due  installments  at  a  rate 
not  in  excess  of  the  contract  rate  in  the 
Jurisdlcitlon  in  which  the  note  is  drawn. 
No  late  charge  or  interest  on  a  past  due 
installment  may  be  accrued  in  excess  of 
$5.00.  The  borrower  must  be  billed  for 
the  penalties  collected  as  such,  and  evi¬ 
dence  of  such  billing  must  be  in  the  file 
if  claim  is  made  under  the  contract  of 
Insimince. 


(6)  May  not  provide  without  the  ap¬ 
proval  of  the  Commissioner  for  a  fint 
pasmient  less  than  6  days  nor  more  than 
6  calendar  months  from  the  date  of  the 
note  except  as  provided  in  subparagraph 

(7)  of  this  paragraph  and  in  no  case 
shall  provide  for  more  than  240  pay¬ 
ments. 

(7)  May  be  made  payable  in  install¬ 
ments  corresponding  to  the  income  pe¬ 
riods  shown  on  the  credit  application  if 
51  percent  or  more  of  the  income  of  the 
borrower  is  derived  directly  from  the 
sale  of  agricultural  crops,  commodities, 
or  livestock  produced  by  him.  In  such 
cases,  the  first  payment  must  be  made 
within  12  months  of  the  date  of  the  note 
and  at  least  one  (1)  payment  must  be 
made  during  each  calendar  year  there¬ 
after  and  the  proportion  of  total  princi¬ 
pal  to  be  paid  in  later  years  must  not  ex¬ 
ceed  the  proportion  of  total  principal 
payment  in  earlier  years. 

(8)  Shall  contain  a  provision  for  ac¬ 
celeration  of  matiudty,  either  automatic 
or  at  the  option  of  the  holder,  in  the 
event  of  default  in  the  payment  of  any 
installment. 

(b)  In  addition  to  the  maximum  per¬ 
missible  financing  charge  which  may  be 
paid  by  the  borrower  in  connection  with 
a  Class  3  loan  as  provided  in  paragraph 

(a)  (3)  of  this  section,  the  following  al¬ 
lowable  costs  or  expenses  if  Incurred  by 
the  Insured  Institution  in  connection  with 
the  transaction  may  be  collected  from 
the  borrower,  provided  such  costs  or  ex¬ 
penses  are  not  paid  from  the  net  proceeds 
advanced  to  the  borrower: 

(1)  Recording  fees. 

(2)  Title  examination  fees. 

(3)  Fire  and  other  hazard  Insurance 
premiums. 

(4)  An  initial  service  charge  in  an 
amount  sufficient  to  reimburse  the  in¬ 
sured  Institution  for  the  cost  of  closing 
the  transaction :  Provided,  That,  no  such 
service  charge  shall  exceed  2  percent 
of  the  net  proceeds  of  the  loan. 

(c)  The  borrower  may  be  required  to 
pay  the  insured  institution  upon  the 
closing  of  the  loan  a  sum  that  will  be 
sufficient  to  pay  the  ground  rents,  if  any, 
and  the  estimated  taxes,  special  assess¬ 
ments,  and  fire  and  other  hazard  in¬ 
surance  premiums  for  the  period  begin¬ 
ning  on  the  date  to  which  such  ground 
rent,  taxes,  assessments,  and  Insurance 
premiums  were  last  paid  and  ending  on 
the  date  of  the  first  monthly  payment 
under  the  loan  to  be  held  by  the  Insmed 
institution  for  the  purpose  of  paying 
such  ground  rents,  taxes,  assessments, 
and  insurance  premiums  before  the  same 
become  delinquent  for  the  benefit  and 
account  of  the  borrower. 

§  202.8  Loan  procedure. 

(a)  Property  approval.  Prior  to  be¬ 
ginning  construction  and  to  the  disburse¬ 
ment  of  any  portion  of  the  proceeds  of 
the  loan,  the  borrower  shall  submit  to 
the  insured  a  description  of  the  property 
and  such  plans  and  specifications  as  the 
insured  may  require  in  order  for  the  in¬ 
sured  to  certify  to  the  Commissioner  that 
in  its  opinion  the  site  is  suitable  for  a 
home  and  the  proposed  structure  when 
completed  will  not  adversely  affect  sur¬ 
rounding  properties.  Such  property  de¬ 


scription,  plans  and  specifications  shall 
remain  a  permanent  part  of  the  loan 
file. 

(b)  Appraisal.  Prior  to  beginning 
construction  and  to  the  disbiursement  of 
any  portion  of  the  proceeds  of  the  loan, 
the  Insured  shall  make  an  estimate  of 
the  value  of  the  property,  assuming  com¬ 
pletion  of  the  proposed  improvements, 
and  determine  that  the  requirements  of 
§  202.3(b)  will  be  complied  with. 

(c)  Commissioner’s  approval  on  prop¬ 
erties  for  sale  or  rent.  Prior  to  begin¬ 
ning  construction  and  to  the  disburse¬ 
ment  of  any  portion  of  the  proceeds  of 
the  loan  for  any  property  which  is  in¬ 
tended  for  sale  or  rent,  the  insured  shall 
submit  to  the  Commissioner  a  request 
for  preliminary  approval  of  the  trans¬ 
action  on  a  form  prescribed  by  the  Com¬ 
missioner.  The  approval  of  the  Com¬ 
missioner  provided  for  in  this  section 
shall  not  relieve  the  insured  from  com¬ 
pliance  with  any  regulation. 

(d)  Progress  payments.  Prior  to  dis¬ 
bursing  the  proceeds  of  the  loan  or  any 
portion  thereof  to  the  borrower  or  to  a 
creditor  for  his  accoimt,  the  Insured 
sliall  satisfy  Itself  that  the  value  of  the 
work  done  and  materials  on  site  at  the 
time  of  any  progress  payment,  is  equal 
to  at  least  110  percent  of  such  payment, 
plus  all  such  progress  payments  thereto¬ 
fore  made.  The  Insured  shall  not  make 
a  disbursement  or  progress  payment  to 
the  borrower  or  to  a  creditor  for  his 
accoimt  which  would  increase  the  total 
amoimt  disbursed  to  a  siun  in  excess  of 
80  percent  of  the  proceeds  of  the  loan 
until  it  has  made  a  final  inspection  of 
the  property  and  has  approved  the  work. 
Whenever  it  appears  to  the  satisfaction 
of  the  Insured  that  completion  of  the 
work  will  be  temporarily  delayed  due  to 
Inclement  weather,  nonavailability  of 
material,  or  other  reason  beyond  the 
control  of  the  builder,  it  may  disburse 
the  entire  balance  remaining  of  the  loan 
proceeds  after  deducing  and  retaining 
therefrom  one  and  one-half  times  the 
amount  deemed  necessary  to  complete 
the  work.  This  retained  balance  shall 
not  be  disbursed  until  after  the  work 
has  been  inspected  and  approved  by  the 
Insured.  Notwithstanding  any  other 
provision  of  this  section,  part  or  all  of 
the  proceeds  of  the  loan  may,  at  any 
time  after  the  execution  of  the  mortgage 
instruments  by  the  borrower,  be  placed 
in  escrow  or  in  a  special  account  for  the 
benefit  of  the  borrower:  Provided,  That 
disbursements  therefrom  shall  be  made 
only  at  the  time  and  under  the  condi¬ 
tions  as  otherwise  prescribed  in  this 
section. 

(e)  Completion  certificate.  Prior  to 
the  final  disbursement  of  the  proceeds  of 
the  loan,  the  Insured  shall  obtain  a  com¬ 
pletion  certificate  on  a  form  prescribed 
by  the  Commissioner  which  form  shall 
bear  the  genuine  signature  of  the  bor¬ 
rower  certifying  that  the  house  is  com¬ 
plete  and  ready  for  occupancy  and  that 
the  work  has  been  performed  in  com¬ 
pliance  with  the  requirements  of  8  202.4. 
If.  after  the  loan  is  made,  an  insured  who 
acted  in  good  faith  discovers  any  mate¬ 
rial  misstatements  or  misuse  of  the  pro¬ 
ceeds  of  the  loan  by  the  borrower,  dealer, 
or  others,  the  eligibility  of  the  note  for 
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Insixrance  will  not  be  affected.  However, 
the  Insured  shall.  In  all  cases  where  the 
insured  discovered  a  material  misstate¬ 
ment  in  the  Credit  Application,  or  misuse 
of  the  funds,  prompt^  report  such  a  dis¬ 
covery  to  the  Commissioner.  A  separate 
certificate  shall  be  executed  by  the  in¬ 
sured  certifying  that  it  has  made  a  final 
inspection  of  the  completed  property  and 
that  the  statements  contained  in  the 
borrower’s  completion  certificate  are  cor¬ 
rect  to  the  best  of  its  knowledge  and 
belief  and  that  in  its  opinion  the  prop¬ 
erty  Improved  is  suitable  as  a  residence 
and  does  not  adversely  affect  surround¬ 
ing  properties. 

(f)  Substitution  of  borrowers.  In  the 
event  that  property  covered  by  a  loan  is 
sold  to  an  eligible  borrower  who  assumes 
and  agrees  to  pay  the  debt  and  whose 
credit  is  satisfactory  to  the  insured,  the 
seller  may  be  released  by  the  Insured 
from  his  obligation  upon  notice  thereof 
to  the  Commissioner:  Provided,  That,  If 
the  losm  was  secured  by  a  first  lien  upon 
a  fee  simple  estate,  the  loan,  after  as¬ 
sumption,  shall  be  secured  by  a  first  lien 
on  a  fee  simple  interest  in  the  land  and 
building,  appurtenances  and  improve¬ 
ments  thereon. 

(g)  Loan  reports.  Loan  shall  be  re¬ 
ported  on  the  proper  form  to  the  Federal 
Housing  Administration  at  Washington, 
D.C.,  within  31  days  of  the  first  dis¬ 
bursement  of  any  of  the  proceeds  of  the 
loan  or  the  date  upon  which  it  was  pur¬ 
chased.  Any  loan  refinanced  in  accord¬ 
ance  with  8  202.9  shall  be  reported  on 
the  proper  form  within  31  days  from  the 
date  of  refinancing.  In  any  case,  the 
Commissioner  may  in  his  discretion 
accept  a  late  report. 

§  202.9  Refinanring. 

New  obligations  to  liquidate  loans  pre¬ 
viously  reix)rted  for  insurance  pursuant 
to  Title  I  of  the  act  made  after 
August  19,  1947,  which  may  or  may  not 
Include  an  additional  amount  advanced 
will  be  covered  by  Insurance:  Provided. 
Tbut: 

(a)  They  meet  the  requirements  of  all 
applicable  regulations; 

’  (b)  They  are  reported  to  the  Commis¬ 
sioner  on  the  proper  form  within  31 
days  from  date  of  execution; 

(c)  They  have  a  maturity  not  in  ex¬ 
cess  of  the  maximum  permitted  imder 
the  regulations  in  this  part  from  the  date 
of  the  refinancing  obligation,  but  not  to 
exceed  30  years  from  the  date  of  the 
original  mortgage; 

(d)  If  the  refinanced  obligation  was 
secured  by  a  first  lien  upon  a  fee  simple 
estate,  the  new  obligation  shall  be  se¬ 
cured  by  a  first  lien  upon  a  fee  simple 
interest  in  the  land  and  building,  appur¬ 
tenances  and  Improvements  thereon. 

§  202.10  Claims. 

Claim  for  reimbursement  for  loss  on  a 
qualified  loan  shall  be  made  as  provided 
in  this  section. 

(a)  Default  reports.  If  the  borrower 
fails  to  make  any  payment  or  to  per¬ 
form  any  other  covenant  or  obligation 
under  the  mortgage  and  sudi  failure 
continues  for  a  period  of  30  days,  the 
mortgage  shall  be  considered  in  default 


and  the  Insured  shall  within  60  days 
thereafter  give  notice  in  writing  to  the 
Commissioner  of  such  default,  and  sim¬ 
ilar  notices  each  60  days  until  such  de¬ 
fault  is  cured  and  notice  thereof  is  given 
to  the  Commissioner. 

(b)  Foreclosure  or  acquisition.  At 
any  time  within  1  year  from  the  date 
of  default  the  Insured,  at  its  election, 
shall  either: 

(1)  Acquire  by  means  other  than 
foreclosure  of  the  mortgage,  possession 
of,  and  title  to,  the  mortgaged  prop¬ 
erty:  or 

(2)  Commerce  foreclosure  of  the 
mortgage:  Provided.  That  if  the  laws  of 
the  State  in  which  the  mortgaged  prop¬ 
erty  Is  situated  do  not  permit  the  com¬ 
mencement  of  such  foreclosure  within 
such  period  of  time,  the  insured  shall 
commence  such  foreclosure  within  60 
days  after  the  expiration  of  the  time 
during  which  such  foreclosure  is  prohib¬ 
ited  by  such  laws. 

(3)  Nothing  contained  in  this  section 
shall  be  construed  so  as  to  prevent  the 
insured,  with  the  written  consent  of  the 
Commissioner,  from  taking  action  at  a 
later  date  than  specified  in  this  section. 

(c)  Reinstatement.  If  after  default 
and  prior  to  the  completion  of  fore¬ 
closure  m'oceedings  the  borrower  shall 
pay  to  the  insured  all  monthly  payments 
in  default  and  such  expenses  as  the  in¬ 
sured  shall  have  incurred  in  connection 
with  the  foreclosure  proceedings,  no 
claim  for  reimbursement  under  the  Con¬ 
tract  of  Insurance  can  be  made  and  the 
insurance  shall  continue  as  if  such  de¬ 
fault  had  not  occurred. 

(d)  Filing  claim.  If  the  default  is  not 
cured  as  aforesaid,  and  if  the  insured 
has  otherwise  complied  with  the  pro¬ 
visions  of  this  section,  it  may  at  any 
time  within  7  months  or  such  further 
time  as  may  be  approved  by  the  Com¬ 
missioner,  after  acquiring  title  to  and 
possession  of  the  mortgaged  property, 
tender  to  the  Commissioner  possession 
thereof,  and  a  deed  containing  a  cove¬ 
nant  which  warrants  against  the  acts 
of  the  insured  and  all  claiming  by, 
through,  or  under  it,  conveying  good 
merchantable  title  to  such  property  un¬ 
damaged  by  fire,  earthquake,  flood, 
or  tornado.  The  Commissioner  shall 
promptly  accept  conveyance  of  such 
property  and,  subject  to  §  202.12,  make 
payment  of  loss  sustained  by  the  insured 
as  follows: 

(1)  The  net  unpaid  balance  of  ad¬ 
vance  actually  made; 

(2)  Uncollected  earned  Interest  to  the 
date  of  default  and  interest  at  the  rate 
of  3  percent  per  annum  from  the  date 
of  default  to  the  date  of  the  application 
for  reimbursement  of  loss  sustained. 

(3)  An  amount  on  account  of  the  cost 
of  foreclosure  or  of  acquiring  the  prop¬ 
erty  by  other  means  actually  paid  by  the 
Insured  and  approved  by  the  Commis¬ 
sioner  not  in  excess  of  two-thirds  of 
such  cost  or  seventy-five  dollars,  which¬ 
ever  is  the  greater. 

(4)  The  amount  of  all  pasmients  which 
have  been  made  by  the  Insured  for  taxes, 
ground  rents,  special  assessments,  and 
water  rates  which  are  liens  prior  to  the 


mortgage,  and  fire  and  hazard  insurance 
premiums. 

Any  amount  received  by  the  insured 
from  any  source  relating  to  the  property 
on  accoimt  of  rent  or  other  income,  after 
deducting  reasonable  expenses  in¬ 
curred  in  handling  the  property,  sliall  be 
deducted  from  the  sum  of  the  foregoing. 

(e)  Evidence  of  title.  Evidence  of  title 
of  the  following  types  will  be  satisfactory 
to  the  Commissioner: 

(1)  A  fee  or  owner’s  policy  of  title  in¬ 
surance,  a  guaranty  or  guarantee  of  title, 
or  a  certificate  of  title,  issued  by  a  title 
company,  duly  authorized  by  law  and 
qualified  by  experience  to  issue  such;  or 

(2)  An  abstract  of  title  prepared  by 
an  abstract  company  or  individual  en¬ 
gaged  in  the  business  of  preparing  ab¬ 
stracts  of  title  and  accompanied  by  a 
legal  opinion  as  to  the  quality  of  such 
title  signed  by  an  attorney  at  law  experi¬ 
enced  in  examination  of  titles;  or 

(3)  A  Torrens  or  similar  title  certifi¬ 
cate;  or 

(4)  Evidence  of  title  conforming  to  the 
standards  of  a  supervising  branch  of  the 
Government  of  the  United  States  or  of 
any  State  or  Territory  thereof. 

Such  evidence  of  title  shall  be  fur¬ 
nished  without  cost  to  the  Commissioner 
and  shall  be  executed  as  of  a  date  to 
include  the  recordation  of  the  deed  to 
the  Commissioner,  and  shall  show  that, 
according  to  the  public  records,  there 
are  not,  at  such  date,  any  outstanding 
prior  liens,  except  for  ground  rents  and 
taxes  not  due  and  payable  and  special 
assessments  not  in  arrears.  If  the  title 
and  title  evidence  are  such  as  to  be  ac¬ 
ceptable  to  prudent  lending  institutions 
and  leading  attorneys  generally  in  the 
community  in  which  the  property  is  situ¬ 
ated,  such  title  and  title  evidence  will  be 
satisfactory  to  the  Commissioner  and 
will  be  considered  by  hiifi  as  good  and 
merchantable. 

(f)  Waiver  of  title  objections.  The 
Commissioner  will  not  object  to  the  title 
by  reason  of  the  following  matters,  pro¬ 
vided  they  are  not  such  as  to  impair  the 
value  of  the  property  for  residence  pur¬ 
poses. 

(1)  Customary  easements  for  public 
utilities,  party  walls,  driveways  and  other 
purposes;  customary  building  or  use  re¬ 
strictions  for  breach  of  which  there  is 
no  reversion  and  which  have  not  been 
violated  to  a  material  extent; 

(2)  Such  restrictions  when  coupled 
with  a  reversionary  clause,  provided 
there  has  been  no  violation  prior  to  the 
date  of  the  deed  to  the  Commissioner; 

(3)  Slight  encroachments  by  adjoin¬ 
ing  improvements; 

(4)  Outstanding  oU,  water,  or  mineral 
rights,  which  do  not  impair  the  value  of 
the  property  for  residence  pmposes,  or 
which  are  customarily  waived  by  prudent 
lending  institutions  and  leading  attor¬ 
neys  generally  in  the  community. 

(g)  Sale  and  claim  for  deficiency.  In 
lieu  of  the  procedure  provided  for  in 
paragraphs  (d)  and  (e)  of  this  section, 
the  insmed,  after  acquiring  title  to  the 
property  as  provided  in  this  section,  may 
at  its  option  and  with  the  approval  of 
the  Commissioner,  sell  the  same  in  the 
open  market  to  a  bona  fide  third  party 
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at  any  time  within  6  months  from  the 
date  of  such  acquisition  of  the  property, 
or  within  such  further  time  as  may  be 
approved  by  the  Commissioner.  The  net 
amoimt  received  at  such  sale,  whether 
In  cash  or  deferred  payments,  shall  be 
credited  on  the  obligation  and  claim  may 
be  filed  with  the  Commissioner  for  ttie 
balance.  Pasrment  of  loss  sustained  by 
the  Insured  shall  be  made  as  follows: 

(1)  The  net  impald  balance  of  the 
advance  actually  made.  In  calculating 
the  net  vmpald  amount,  the  net  sale 
price  must  be  Included  as  a  credit. 

(2)  Uncollected  earned  Interest  to  the 
date  of  default  and  interest  at  the  rate 
of  3  percent  per  annum  from  the  date  of 
default  to  the  date  of  the  application 
for  reimbursement  of  loss  sustained. 

(3)  An  amoimt  on  account  of  the  cost 
of  foreclosure  or  of  acquiring  the  prop¬ 
erty  by  other  means  actually  paid  by 
the  Insured  and  approved  by  the  Com¬ 
missioner  not  In  excess  of  two-thirds 
of  such  cost  or  seventy-five  dollars, 
whichever  Is  the  greater. 

(4)  The  amount  of  all  payments 
which  have  been  made  by  the  Insured 
for  taxes,  ground  rents,  special  assess¬ 
ments,  water  rates  which  are  liens  prior 
to  the  mortgage,  fire  and  hazard  Insur¬ 
ance  premiums,  and  cost  of  maintenance 
and  repair  of  the  property.  (Claim  for 
the  cost  of  maintenance  and  repair  shall 
not  exceed  10  percent  of  the  net  impald 
balance  of  the  advance  actually  made 
unless  prior  iq>nroval  of  the  Commis¬ 
sioner  has  beer  obtained.)  Any  amount 
received  by  the  Insured  from  any  source 
relating  to  the  property  on  account  of 
rent  or  other  income  shall  be  deducted 
from  the  sum  of  the  Items  referred  to  In 
this  paragraph. 

§  202.11  Insurance  charge. 

(a)  Rate.  The  Insured  shall  pay  to 
the  Administration  an  annual  Insurance 
charge  equal  to  one-half  of  1  percent  of 
the  original  principal  amount  of  any 
loans  reported  for  insmance. 

(b)  When  payable.  The  first  annual 
Insurance  charge  so  calculated  shall  be 
p^d  by  check  or  draft  to  the  order  of 
the  Federal  Housing  Administration 
within  25  days  after  the  date  the  Ad¬ 
ministration  acknowledges  receipt  to  the 
Insimed  of  the  report  of  any  such  loan 
and  the  next  and  each  succeeding  an¬ 
nual  Insurance  charge  shall  be  paid  In 
advance  upon  the  anniversary  of  the 
first  day  of  the  month  following  the  date 
of  the  mortgage  until  the  loan  Is  paid  in 
full  or  claim  Is  filed  with  the  Commis¬ 
sioner  under  the  Contract  of  Insurance. 

(c)  Mortgages  paid  in  full.  In  the 
event  the  loan  Is  paid  In  full  prior  to  ma¬ 
turity  or  Is  foreclosed  or  the  possession 
of  and  title  to  the  property  Is  otherwise 
acquired  by  the  Insured,  the  Insmed 
shall  within  30  days  thereafter  notify 
the  Commissioner  of  the  date  of  prepay¬ 
ment,  foreclosure,  or  acquisition,  after 
which  Its  obligation  to  pay  future  annual 
Insurance  charges  In  connection  there¬ 
with  shall  cease  but  It  shall  not  be  en¬ 
titled  to  a  refund  of  any  portion  of  an 
annual  Insurance  charge  previously  paid 
or  a  reduction  In  the  amount  of  any  in¬ 
surance  charge,  which  fell  due  prior  to 
such  prepayment,  foreclosure,  or  acquisi¬ 
tion  of  the  property. 


(d)  Refinancing.  When  the  proceeds 
of  any  loan  are  used  to  liquidate  a  loan 
previously  reported  for  Insurance,  th«re 
shall  be  deducted  from  the  amount  of 
the  Insurance  diarge  payable  the  first 
year  the  pro  rata  share  of  the  annual 
insurance  charge  paid  on  the  original 
obligation. 

(e)  Transfer  of  mortgages.  An  In¬ 
sured  who  purch^s  a  mortgage  previ¬ 
ously  reix>rted  for  Insurance  shall  pay 
each  succeeding  annual  Insurance 
charge  as  provided  In  paragraph  (b)  of 
this  section.  Any  adjustment  of  the  In¬ 
surance  charge  paid  In  advance  by  the 
seller  shall  be  made  between  the  pur¬ 
chaser  and  the  seller. 

(f)  Payment  of  insurance  charge. 
Subject  to  the  other  provisions  of  the 
regulations  in  this  part,  the  Insurance 
granted  under  Title  I  of  the  National 
Housing  Act,  as  amended,  shall  be  effec¬ 
tive  with  respect  to  any  loan  from  the 
date  of  the  report  thereof  to  the  Com¬ 
missioner:  Provided.  That  the  insurance 
charge  with  respect  to  such  loan  is  paid 
as  required  by  this  section. 

§  202.12  Insurance  reserve. 

(a)  Legal  limit.  Subject  to  the  limi¬ 
tation  on  the  total  liability  which  may  be 
outstanding  at  any  time  as  stipulated  In 
section  2  of  Title  I  of  the  act,  the  Com¬ 
missioner,  In  accordance  with  $  202.10 
(d)  and  (g),  will  reimburse  any  Insured 
for  losses  sustained  by  It  up  to  a  total 
aggregate  amount  equal  to  10  percent 
of  the  total  amount  advanced  on  all 
eligible  loans  made  by  It  on  and  after 
July  1,  1947,  and  prior  to  March  1,  1950, 
and  reported  for  insurance  during  the 
time  Its  contract  of  Insurance  Is  In  force. 

(b)  General  insurance  reserve.  There 
shall  be  established  for  each  insured  a 
general  Insurance  reserve  equal  to  10 
percent  of  the  aggregate  amount  ad¬ 
vanced  on  all  loans  originated  by  It  on 
and  after  July  1,  1947,  and  prior  to 
March  1, 1950,  pursuant  to  the  provisions 
of  both  this  part  and  Part  201  of  this 
chapter. 

(c)  Transfer  of  loans  reported  for 
insurance.  The  insured  shall  not  assign 
or  otherwise  transfer  any  loan  reported 
for  Insurance  to  a  transferee  not  holding 
a  Contract  of  Insurance  under  Title  I 
of  the  National  Housing  Act:  Provided, 
That  nothing  contained  in  this  para¬ 
graph  shall  be  construed  to  prevent  the 
pledging  of  such  loans  as  collateral  se¬ 
curity  under  a  trust  agreement,  or  other¬ 
wise,  In  connection  with  a  bona  fide  loan 
transaction. 

(d)  Transfer  of  insurance  reserve. 
Insurance  reserve  of  more  than  $5,000 
shall  not  be  transferred  to  or  from  the 
reserve  account  of  any  Insured  during 
any  fiscal  year  (July  1  through  Jime  30) 
without  the  prior  approval  of  the  Com¬ 
missioner.  Except  in  cases  Involving  the 
transfer  of  loans  sold  with  recourse  or 
under  a  guaranty,  guarantee,  or  repur¬ 
chase  agreement,  the  reports  required  by 
§  202.8  shall  be  submitted.  Indicating  the 
Intent  of  the  parties  with  respect  to  the 
transfer  of  the  Insurance  reserve  and 
unless  the  approval  of  the  Commissioner 
Is  obtained,  the  insurance  reserve  shall 
be  transferred  as  follows: 

(1)  In  cases  involving  the  transfer  of 
notes  piuchased  without  recourse,  guar¬ 


anty,  guarantee,  or  repurchase  agree¬ 
ment,  provided  no  Instalment  payment 
Is  past  due  more  than  1  calendar  month 
at  the  time  of  purchase,  the  Instance 
reserve  shall  be  transferred  to  the  gen¬ 
eral  Insurance  reserve  of  the  purchasing 
institution  on  the  basis  of  10  percent  of 
the  actual  purchase  price  or  net  impald 
original  advance,  whichever  Is  the  lesser. 

(2)  In  cases  Involving  the  transfer  of 
notes  sold  with  recourse  or  under  a  guar¬ 
anty,  guarantee,  or  repurchase  agree¬ 
ment,  no  Insurance  reserve  will  be  trans¬ 
ferred  and  no  reports  will  be  required. 

(e)  FHA  recovery  shall  not  affect  re- 
serve.  Amounts  which  may  be  salvaged 
by  the  Commissioner  with  respect  to  a 
loan  In  connection  with  which  an  In¬ 
sured  has  been  reimbursed  under  Its  con¬ 
tract  of  Insurance  shall  not  be  added  to 
the  insurance  reserve  remaining  to  the 
credit  of  such  Insured. 

(f)  Conversion  of  mortgages.  If  at 
any  time  a  Class  3  loan  previously  re¬ 
ported  for  Insurance  Is  converted  Into  an 
insured  mortgage  under  the  provisions  of 
another  title  of  the  act,  upon  report  of 
the  convenrion  to  the  Commissioner, 
there  shall  be  deducted  from  the  insur¬ 
ance  reserve  outstanding  to  the  credit  of 
the  Insured  an  amount  equal  to  10  per¬ 
cent  of  the  net  unpaid  principal  of 
the  loan  as  of  the  date  of  the  con¬ 
version. 

§  202.13  Administrative  reports  and  ex¬ 
amination. 

The  Commissioner,  in  his  discretion, 
may  at  any  time  or  from  time  to  time 
call  for  a  report  from  any  Institution  on 
the  delinquency  status  of  the  obligations 
held  by  such  Institution  and  reported 
for  Insurance,  or  call  for  such  reports 
as  he  may  deem  to  be  necessary  In  con¬ 
nection  with  the  regulations  In  this  part, 
or  he  or  his  authorized  representative 
may  inspect  the  books  or  accounts  of 
the  lending  Institution  as  they  pertain 
to  the  loans  reported  for  Insurance. 

PART  202a— TITLE  I  MORTGAGE 
INSURANCE 

Subpart  A — Eligibility  Requiramant* 
[Rasarvadl 

Subpart  B— Contract  Rights  and 
Obligations 

Sec. 

202a.251  Incorporation  by  reference. 

202a.255  Due  date  of  Initial  MIP. 

202a.260  Adjustment  of  Initial  MIP. 
202a.265  Amount  of  annual  MIP. 

202a.270  Pro  rata  adjustment  of  MIP  upon 
prepayment. 

202a.275  Maturity  of  debentures. 

Authobitt:  The  provisions  of  this  Part 
202a  Issued  under  sec.  2,  48  Stat.  1248,  as 
amended;  sec.  8,  64  Stat.  48,  as  amended; 
12  U.S.C.  1703,  1706c. 

Subpart  A — Eligibility  Requirements 
[Reserved] 

Subpart  B — Contract  Rights  and 
Obligations 

§  202a.251  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Subpart  B, 
Part  203  of  this  chapter  covering  mort¬ 
gages  Insured  under  section  203  of  the 
act  apply  to  mortgages  covering  Individ¬ 
ual  homes  In  connection  with  Title  I 
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mortgage  Insurance  under  title  I,  section 
8  of  the  act,  except: 

See* 

203.266  Dtie  date  of  Initial  MIP. 

203.268  Adjustment  of  Initial  MIP. 

203.269  Pro  rata  payment  of  Initial  MIP. 

203.275  Amount  of  aimual  MIP. 

203.276  Due  date  of  annual  MIP. 

2031278  Pro  rata  payment  of  annual  MIP. 
203.406  Maturity  of  debentures. 

203.420  Nature  of  Mutual  Mortgage  Insur¬ 

ance  Fund. 

203.421  Allocation  of  Mutual  Mortgage  In¬ 

surance  Fimd  Income  or  loss. 

203.422  Right  and  liability  tmder  Mutual 

Mortgage  Insurance  Fund. 

203.423  Distribution  of  distributive  shares. 

203.424  Maxlmmn  amount  of  distributive 

shares. 

203.425  Finality  of  determination. 

203.498  Applicability  to  outstanding  mort¬ 

gages  and  commitments. 

203.499  Effective  date. 

(b)  For  the  purposes  of  this  subpart, 
all  references  in  Part  203  of  this  chapter 
to  section  203  of  the  act  shall  be  con¬ 
strued  to  refer  to  title  I,  sectiop  8  of  the 
act,  and  all  references  to  the  Mutual 
Mortgage  Insurance  Fund  shall  be  con¬ 
strued  to  refer  to  the  General  Insurance 
Fund. 

§  202aJ255  Due  date  of  initial  MIP. 
The  initial  MIP  shall  be  paid  on  the 
date  on  which  the  insurance  becomes 
effective  by  endorsement. 

§  202a.260  Adjustment  of  initial  MIP. 

Regardless  of  whether  the  period  cov¬ 
ered  by  the  MIP  is  more  or  less  than  1 
year,  a  payment  shall  be  made  to  the 
Commlssicmer  on  account  of  the  initial 
MIP  which  payment  shall  be  in  an 
amount  equal  to  one-half  percent  of  the 
average  outstanding  principal  obligation 
for  the  first  year  of  amortization  under 
the  mortgage.  If  such  payment  is  less 
than  the  minimum  premium  or  more 
than  the  maximiim  premium  prescribed 
by  the  act.  the  initial  MIP  shall  be  in 
such  minimum  amoimt  and  the  amoimt 
of  the  second  premiiun  shall  be  adjusted 
accordingly.  If  such  payment  Is  within 
the  limitations  prescribed  by  the  act.  no 
adjustment  shall  be  made  and  the 
amoimt  of  the  payment  shall  be  retained 
by  the  Commissioner  as  the  initial  MIP. 

§  202a.265  Amount  of  annual  MIP. 

After  pajnnent  of  the  initial  MIP  and 
until  the  mortgage  is  paid  in  full  or  until 
an  application  for  Insurance  benefits  is 
received  by  the  Commissioner  or  until 
the  contract  is  otherwise  terminated  with 
the  consent  of  the  Commissioner,  the 
mortgagee  shall  continue  to  pay  annual 
MIP  to  the  Commissioner.  Annual  MIP 
shall  be  paid  on  the  anniversary  date  of 
the  beginning  of  amortization.  It  shall 
be  paid  in  an  amount  equal  to  one-half 
percent  of  the  average  outstanding 
principKil  obligation  for  the  12-month  pe¬ 
riod  following  the  date  on  which  the 
premium  becomes  payable. 

§  202a.270  Pro  rata  adjustment  of  MIP 
upon  prepayment. 

Upon  prepayment  of  the  mortgage  in 
full  prior  to  maturity,  the  Commissioner 
shall  refund  to  the  mortgagee  for  the  ac¬ 
count  of  the  mortgagor  an  amount  equal 
to  the  pro  rata  portion  of  the  current 
MIP  theretofore  paid  which  is  applicable 


to  the  portion  of  the  year  subsequent  to 
such  pajonent,  computed  from  the  first 
day  of  the  month  following  the  month  in 
which  such  prepajmient  occurs.  No  such 
refimd  shall  be  made  in  any  case  where 
the  prepayment  occurs  in  the  twelfth 
month  of  the  premium  year. 

§  202a.275  Maturity  of  debentures. 

Debentures  shall  mature  3  years  after 
the  first  day  of  July  following  the  ma¬ 
turity  date  of  the  mortgage. 

PART  203— MUTUAL  MORTGAGE  IN¬ 
SURANCE  AND  INSURED  HOME 
IMPROVEMENT  LOANS 

Subporl  A — Eligibility  RequirMnanlt 
Approval  or  Mortgagees 

Sec. 

203.1  OovemmentaJ  Institutions  approved 

as  mortgagees. 

206.2  Federal  Reserve  members,  other  In¬ 

stitutions. 

203.3  Charitable  or  nonprofit  institutions. 

203.4  Approval  of  other  institutions. 

203.6  Approval  of  fiduciary  Investments. 

203.7  Withdrawal  of  approval. 

203.8  Financial  statements. 

203.9  Mortgage  servicing. 

Application  and  Coscmitbient 

203.10  Submission  of  application. 

203.11  Form  of  application. 

203.12  Application  and  commitment  ex¬ 

tension  fees. 

203.13  Approval  of  application. 

203.14  BuUders  warranty. 

203.15  Certification  of  appraisal  amount. 

203.16  Certificate  and  contract  regarding 

use  of  dwelling  for  transient  or 
hotel  purposes. 

Eligible  Mortgages 

203.17  Mortgage  provisions. 

203.18  Maximum  mortgage  amounts. 

203.19  Mortgagor’s  minimum  Investment. 

203.20  Maximum  Interest  rate. 

203.21  Amortization  provisions. 

203.22  Payment  of  Insurance  premiums  or 

charges;  prepayment  premiums. 

203.23  Mortgagor’s  payments  to  Include 

other  charges. 

203.24  AppUcatlon  of  payments. 

203.25  Late  charge. 

203.26  Mortgagor’s  payments  when  mort- 

g&ge  Is  executed. 

203.27  Maximum  charges,  fees  or  dis¬ 

counts. 

203.28  Economic  soundness  of  projects. 

203.29  Eligible  mortgages  In  Alaska,  Ouam, 

or  Hawaii. 

203.30  Certificate  of  nondiscrimination  by 

mortgagor. 

203.31  Owner-occupancy  In  military  serv¬ 

ice  (^es. 

Eligible  Mortgagors 

203.32  Mortgage  lien. 

203.33  Relationship  of  income  to  mortgage 

payments. 

203.34  Credit  standing. 

203.36  Certificate  and  contract  regarding 
use  of  dwelling  for  transient  or 
hotel  purposes. 

Eligible  Properties 

20387  Nature  of  title  to  realty. 

203 .38  Location  of  dwelling. 

203.39  Standards  for  buildings. 

203.40  Location  of  property. 

203.42  Rental  properties. 

203.43  Eligibility  of  miscellaneous  type 

mortgages. 

203.43a  Eligibility  of  mortgages  covering 

housing  in  certain  neighborhoods. 
203.43b  Eligibility  of  mortgages  covering 

housing  Intended  for  seasonal 

occupancy. 


Open-end  Advances 

Sec. 

203.44  Eligibility  of  open-end  advances. 
Insured  Home  Improvxuent  Loans 

203.50  Definitions. 

203.51  Eligible  lenders. 

203.52  Withdrawal  of  approval. 

203.53  Financial  statements. 

203.54  Loan  servicing. 

203.55  Form  of  application. 

203.60  Application  and  commitment  ex¬ 

tension  fees. 

203.61  Issuance  of  commitment. 

203.62  Note  and  security  form. 

203.63  Disbursement  of  proceeds. 

203.64  Loan  multiples. 

203.65  Loan  payments. 

203.70  Maturity  of  loan. 

203.71  Loan  amortization  period. 

203.72  Beginning  of  payments. 

203.73  Maximum  loan  amounts. 

203.74  Maximum  Interest  rate. 

203.75  Amortization  provisions. 

203.80  Payment  of  Insurance  premiums  or 

charges. 

203.81  Application  of  payments. 

203.82  Dse  of  proceeds. 

203.83  Nature  of  borrower’s  ownership. 

203.86  Credit  standing. 

20380  Relationship  of  Income  to  loan 

payments. 

203.91  Certification  as  to  outstanding  in¬ 

debtedness  relating  to  the  prop¬ 
erty. 

203.92  Certificate  of  nondiscrimination  by 

borrower. 

203.93  Certificate  and  contract  regarding 

use  of  dwelling  for  transient  or 
hotel  purposes. 

203.94  Acceptable  risk. 

203.95  Owner-occupancy  in  military  serv¬ 

ice  cases. 

203.100  Charges  and  fees  to  lender  from 

borrower. 

203.101  Report  and  approval  of  charges  and 

fees. 

203.102  Late  charge. 

Eptective  Date 

203.249  Effect  of  amendments. 

Subpart  B— Contract  Rights  and  Obligations 
DEWNirroNs 
203.251  Definitions. 

Endorsement  and  Contract  or  Insurance 

203.255  Insurance  of  mortgage. 

203.256  Insurance  of  open-end  advance. 

203.257  Contract  created  by  Mortgage  In¬ 

surance  Certificate  or  by  en¬ 
dorsement. 

Mortgage  Insurance  Premiums — In  General 

203.260  Method  of  payment  of  MIP. 

203.261  CalculaUon  of  MIP. 

Initial  Mortgage  Insurance  Premium 

208.265  Amount  of  Initial  MIP. 

203.266  Due  date  of  Initial  MIP. 

203.267  Period  covered  by  Initial  MIP. 

203.268  Adjustment  of  Initial  MIP. 

203.269  Pro  rata  payment  of  Initial  MIP. 

Annual  Mortgage  Insurance  Premium 

203.275  Amount  of  annual  MIP. 

203.276  Due  date  of  annual  MIP. 

203877  Duration  of  annual  MIP. 

203878  Pro  rata  payment  of  annual  MIP. 

Adtustd  Mortgage  Insurance  Premium 

208.285  Computation  of  adjusted  premium. 

203.286  Maximum  adjusted  MIP. 

203.287  Prepayments  excepted  from  ad¬ 

justed  premium  charge. 

VOLUNTAET  TERMINATION  CHARGE 

203.295  Volimtary  termination  of  Insurance. 

203.296  Computation  of  voluntary  termina¬ 

tion  charge. 
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Sec. 

203i>07  MaTtmiim  voluntary  termination 
charge 

303.398  Exception  from  voluntary  termina¬ 
tion  charge. 

Open-End  Insurance  Charge 

303.305  Open-end  advance  subject  to  open- 
end  charge. 

303.308  Method  of  payment  of  open-end 
charge. 

303.307  Calculation,  amount,  and  due  date 

of  open-end  charge. 

303.308  Duration  of  open-end  charge. 
303.300  Pro  rata  payment  of  open-end 

charge. 

Termination  ot  Insurance  Contract 

203.316  Termination  by  conveyance  to  other 
than  Commissioner. 

203.316  Termination  by  prepayment  of 

mortgage. 

303.317  Termination  by  volimtary  agree¬ 

ment. 

303.318  Notice  of  termination  by  mortgagee. 
303.810  Pro  rata  payment  of  premiums  and 

charges. 

203.820  Notice  and  date  of  termination  by 
Commissioner. 

303.321  Effect  of  termination. 

DErAULT  Under  Mortgage 

203.830  Definition  of  default. 

303.831  Date  of  default. 

303.333  Notice  of  default. 

303.383  Reinstatement  of  defaulted  mort¬ 
gage. 

Special  Forbearance  Reliet 

303.340  Conditions  of  special  forbearance 

relief. 

303.341  Reimbursement  for  imcollected  In¬ 

terest. 

303.343  Recasting  of  mortgage. 

Forbearance  Rei.iev  tor  Military  Personnel 

303.846  Postponement  of  principal  pay¬ 
ments — mortgagors  In  military 
service. 

303.346  Postponement  of  foreclosure — 
mortgagors  In  military  service. 

Assignment  or  Mortgage 

308.360  Assignment  of  defaulted  mort¬ 

gage — In  general. 

303.360a  Time  for  assigning  defaulted 
mortgage. 

303.361  Application  for  Insurance  benefits 

and  fiscal  data. 

303.363  Title  evidence  upon  assignment. 
203.863  Certification  by  mortgagee. 

Claim  Procedure 

303.366  Acquisition  of  property. 

203.366  Notice  of  foreclosure. 

203.367  Deed  In  lieu  of  foreclosure. 

203.368  Direct  conveyance  of  property. 

203.369  Time  of  conveyance  to  Commis¬ 

sioner. 

303.360  Notice  of  property  transfer  and  ap¬ 

plication  for  Insurance  benefits. 

203.361  Acceptance  of  property  by  Com¬ 

missioner. 

203.363  Conditions  for  withdrawal  of  appli¬ 

cation  for  Insurance  benefits. 

203.363  Reconveyance  for  noncompllance 

with  regulations. 

303.364  Mortgagee’s  liability  for  prop^y 

expenditures. 

203.366  Documents  and  Information  to  be 
furnished  Commissioner. 

203.366  Conveyance  of  marketable  title. 

203.367  Contents  of  deed  and  supporting 

documents. 

Condition  of  Property 

203.375  Property  condition. 

203.376  [Reserved] 

203.377  I  Reserved] 

203.378  [Reserved] 


Sec. 

203.379  Adjustment  for  fire,  flood,  earth¬ 

quake  or  tornado  damage. 

203.380  Certificate  of  property  condition. 

203.381  Occupancy  of  property. 

203.382  Cancellation  of  hazard  Insurance. 

Property  I’ttlb  Transfers  and  Title  Waiters 

203.385  Types  of  satisfactory  title  evi¬ 

dence. 

203.386  Coverage  of  title  evidence. 

203.387  Acceptability  of  customary  title 

evidence. 

203.389  Waived  title  objections. 

203.390  Waiver  of  title — mortgages  or  prop¬ 

erty  formerly  held  by  the  Secre¬ 
tary. 

203.391  Title  objection  waiver  with  reduced 

Insurance  benefits. 


Payment  of  Insurance  Benefits 


203.400  Method  of  payment. 

203.401  Amount  of  payment — conveyed 

properties. 

203.402  Items  Included  In  payment— con¬ 

veyed  properties. 

203.403  Items  deducted  from  payment- 

conveyed  properties. 

203.404  Amount  of  payment — assigned 

mortgages. 

203.406  Debenture  Interest  rate. 

203.406  Maturity  of  debentures. 

203.407  Registration  of  debentures. 

203.408  Denomination  of  debentures. 

203.409  Redemption  of  debentures. 

203.410  Issue  date  of  debentures. 

203.411  Cash  adjustment. 

Certificate  of  Claim 

203.416  Delivery  of  certificate  of  claim. 

203.416  Amount  and  Items  of  certificate  of 

claim. 

203.417  Rate  of  interest  of  certificate  of 

claim. 

Mutual  Mortgage  Insurance  Fund  and  Dis¬ 
tributive  Shares 


203.420  Nature  of  Mutual  Mortgage  Insur¬ 

ance  Fund. 

203.421  Allocation  of  Mutual  Mortgage  In¬ 

surance  Fund  Income  or  loss. 

203.422  Right  and  liability  under  Mutual 

Mortgage  Insurance  Fund. 

203.423  Distribution  of  distributive  shares. 

203.424  Maxlmiun  amount  of  distributive 

shares. 

203.425  Finality  of  determination. 

203.426  Inapplicability  to  housing  In  older 

declining  urban  areas. 


Sale,  Assignment  and  Pledge  of  Insured 
Mortgage 


203.430  Sale  of  Interests  In  Insured  mort¬ 

gages. 

203.431  Sale  of  Insured  mortgage  to  ap¬ 

proved  mortgagee. 

203.432  Effect  of  sale  of  Insured  mortgage. 

203.433  Assignments,  pledges  and  transfers 

by  approved  mortgagee. 

203.434  Declaration  of  trust. 

203.436  Transfers  of  partial  Interests. 

Insured  Home  Improvement  Loans 


203.440  Definitions. 

203.441  Insurance  of  loan. 

203.442  Contract  created  by  Insurance 

Certificate  or  by  endorsement. 

203.443  Method  of  payment  of  Insurance 

premium. 

203.444  Calculation  of  Insurance  premium. 

203.446  Amount  of  Initial  Insurance  pre¬ 
mium. 

203.447  Due  date  of  Initial  Insurance  pre¬ 

mium. 

203.448  Period  covered  by  initial  Insurance 

premliun. 

203.449  Adjustment  of  Initial  Insurance 

premium. 


Sec. 

203.451  Pro  rata  payment  of  Initial  Insur¬ 
ance  premliun. 

203.462  Amount  of  annual  Insurance  pre¬ 
mium. 

203.453  Due  date  of  annual  Insurance 

premium. 

203.454  Duration  of  annual  Insurance 

premium. 

203.456  Pro  rata  payment  of  annual  Insur¬ 

ance  premliun. 

203.457  Voluntary  termination  of  contract. 

203.458  Termination  by  prepa3mient  of  loan. 

203.459  Notice  of  termination  by  lender. 

203.462  Pro  rata  payment  of  premium  be¬ 

fore  termination. 

203.463  Notice  and  date  of  termination  by 

Commissioner. 

203.464  Effect  of  termination. 

203.466  Definition  of  default. 

203.467  Date  of  default. 

203.468  Notice  of  default. 

203.469  Reinstatement  of  defaulted  loan. 

203.471  Conditions  of  special  forbearance. 

203.472  Relief  for  borrower  In  military 

service. 

203.473  Election  of  action. 

203.474  Maximum  claim  period. 

203.476  Claim  application  and  Items  to  be 

filed. 

203.477  Certificate  by  lender  when  loan 

assigned. 

203.478  Payment  of  Insurance  benefits. 

203.479  Debenture  Interest  rate. 

203.481  Maturity  of  debentures. 

203.482  Registration  of  debentures. 

203.483  Denomination  of  debentures. 

203.484  Redemption  of  debentures. 

203.486  Issue  date  of  debentures. 

203.487  Cash  adjustment. 

203.488  Sale  of  Interests  In  Insured  loans. 

203.489  Sale  of  Insured  loan  to  approved 

lender. 

203.491  Effect  of  sale  of  Insured  loan. 

203.492  Assignments,  pledges  and  trans¬ 

fers  by  approved  lender. 

203.493  Declaration  of  trust. 

203.495  Transfers  of  partial  Interests. 

Extension  of  Time 

203.496  Actions  to  be  taken  by  mortgagee 

or  lender. 

203.499  Effect  of  amendments. 

Authoritt:  The  provisions  of  this  Part  203 
Issued  under  secs.  203,  211,  62  Stat.  10,  as 
amended,  23:  12  U.S.C.  1709,  1716b,  unless 
otherwise  noted. 

Subparf  A — Eligibility  Requirements 

Approval  or  Mortgagees 

§  203.1  Governmental  institutions  ap¬ 
proved  as  mortgagees. 

The  following  institutions  are  hereby 
approved  as  mortgagees  under  section 
203  of  the  National  Housing  Act: 

(a)  National  Mortgage  Associations; 

(b)  Federal  Reserve  Banks; 

(c)  Federal  Home  Loan  Banks;  and 

(d)  Any  other  Federal,  State,  or  mu¬ 
nicipal  governmental  agency  that  is  or 
may  hereafter  be  empowered  to  hold 
mortgages  insured  imder  Title  n  of  the 
National  Housing  Act  as  security  or  as 
collateral  or  for  any  other  purpose. 

§  203.2  Federal  Resene  members,  oilier 
institutions. 

Members  of  the  Federal  Reserve  Sys¬ 
tem,  Institutions  whose  accounts  are  In¬ 
sured  by  the  Federal  Savings  &  Loan  In¬ 
surance  Corporation  and  Institutions 
whose  deposits  are  Insured  by  the  Federal 
Deposit  Insurance  Corporation  may  be 
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approved  as  mortgagees  upon  appliea- 
tion. 

§  203.3  Charitable  or  nonprofit  inatitii* 
tions. 

Any  charitable  or  nonprofit  organiza¬ 
tion,  including  a  pension  fund  or  trust, 
which  presents  evidence  that  It  Is  re¬ 
sponsible,  has  permanent  funds  of  not 
less  than  $100,000,  and  hu  experience 
In  Investment,  may  be  approved  upon 
application. 

§  203.4  Approval  of  other  institutions. 

(a)  General  reQUirements.  Any  mort¬ 
gagee  not  Identified  In  SS  203.1  to  203.3 
may  be  approved  as  a  mortgagee.  If  It  Is 
a  chartered  Institution;  or  is  a  perma¬ 
nent  organization  having  succession:  or 
Is  a  trust.  Any  such  mortgagee  shall 
have  sound  capital  funds  properly  pro¬ 
portioned  to  its  liabilities  and  to  the 
character  and  extent  of  Its  operation, 
and  meet  the  requirements  of  either 
paragraph  (b),  (c)  or  (d)  of  this  section. 

(b)  Special  requirements  applicable  to 
supervised  institutions.  A  mortgagee 
approved  as  a  supervised  Institution 
shall  meet  these  requirements: 

(1)  The  mortgagee  shall  be  subject  to 
the  inspection  and  supervision  of  a  gov¬ 
ernmental  agency  which  is  required  by 
law  to  make  periodic  examinations  of 
the  mortgagee’s  books  and  accounts. 

(2)  The  mortgagee  shall  submit  satis¬ 
factory  evidence  of  certain  sound  capital 
funds  or.  If  It  Is  a  mutual  company  or 
association  without  capital  funds.  It  shall 
show  that  It  has  a  sp>eclfied  net  worth. 
The  required  amount  of  capital  fimds 
or  net  worth  shall  be  determined  in  the 
following  manner: 

(I)  With  respect  to  a  mortgagee  whose 
application  was  filed  and  approved  on  or 
before  March  1,  1962,  capital  funds  or 
net  worth  of  a  value  of  not  less  than 
$25,000. 

(II)  With  respect  to  a  mortgagee 
whose  application  for  approval  was  filed 
on  or  before  March  1,  1962,  but  not  iq>- 
proved  until  subsequent  to  such  date, 
capital  fimds  or  net  worth  of  a  value  of 
not  less  than  $25,000,  provided  that  such 
amount  shall  be  increased  to  a  value  of 
not  less  than  $100,000  on  or  before  De¬ 
cember  31,  1962. 

(III)  With  respect  to  a  mortgagee  filing 
an  application  for  approval  subsequent 
to  March  1,  1962,  capital  fimds  or  net 
worth  of  a  value  of  not  less  than  $100,000. 

(c)  Special  requirements — nonsuper- 
vised  institutions.  A  mortgagee  not  sub¬ 
ject  to  inspection  and  supervision  of  a 
governmental  agency  as  provided  in  the 
preceding  paragraph  shall  have  as  its 
principal  activity  tlie  lending  or  invest¬ 
ment  of  funds  under  its  own  control  in 
real  estate  mortgages;  shall  have  sound 
capital  funds  of  a  value  of  not  less  than 
$100,000;  shall  submit  a  detailed  audit 
report  of  its  books  made  by  an  independ¬ 
ent  accountant  satisfactory  to  the  Com¬ 
missioner,  reflecting  a  condition  satis¬ 
factory  to  him;  shall  file  with  the  Com¬ 
missioner  similar  annual  audits  within  75 
days  of  the  close  of  its  fiscal  year  so  long 
as  its  approval  as  mortgagee  continues; 
shall  submit  at  any  time  to  such  exam¬ 
ination  of  its  books  and  affairs  as  the 
Commissioner  may  require;  and  shall 


comply  with  any  other  conditions  that 
the  Commissioner  may  impose.  Prior  to 
the  approval  of  any  such  mortgagee,  it 
shall  submit  an  agreement  in  writing: 

(1)  [Reserved] 

(2)  That,  except  with  the  prior  ap¬ 
proval  of  the  Commissioner,  it  will  seg¬ 
regate  escrow  commitmmt  deposits, 
work  completion  deposits,  and  all  pe¬ 
riodic  payments  under  mortgages  in¬ 
sured  by  the  Commissioner,  received  by 
it  on  account  of  ground  rents,  taxes, 
assessments,  and  insurance  premiums, 
and  will  deposit  such  funds  in  a  special 
account  or  accounts  with  a  financial 
institutimi  whose  accounts  are  insured 
by  the  Federal  Deposit  Insurance  Corpo¬ 
ration  or  by  txie  Federal  Savings  and 
Loan  Insurance  Corporation  and  shall 
use  such  funds  for  no  purpose  other 
than  that  for  which  they  were  received. 

(d)  Special  requirements — loan  cor¬ 
respondent  mortgagees.  Requirments 
for  approval  as  a  loan  correspondent 
mortgagee  are  identical  with  those  for 
approval  of  nonsupervlsed  mortgagees, 
except  as  follows: 

(1)  It  may  be  approved  with  sound 
capital  funds  (net  worth)  of  not  less 
than  $5,000; 

(2)  It  shall  be  an  authorized  loan  cor¬ 
respondent  of,  and  its  approval  requested 
by,  an  approved  mortgagee  under  gov¬ 
ernmental  supervision,  which  is  invest¬ 
ing  in  Insured  mortgages  for  its  own 
portfolio  and  whose  past  and  future  in¬ 
vestment  commitments  are  such  as  to 
assure  the  Commissioner  enough  busi¬ 
ness  will  be  originated  to  enable  the  cor¬ 
respondent  to  successfully  maintain  its 
servicing  accounts; 

(3)  It  shall  originate  or  purchase  in¬ 
sured  loans  for  sale  only  to  its  sponsor  or 
sponsors; 

(4)  It,  and  its  sponsor  or  sponsors 
shall  agree  to  notify  the  Commissioner 
promptly  upon  termination  of  the  loan 
correspondent  agreement; 

(5)  Termination  of  the  relationship 
with  sponsor  or  sponsors  will  be  cause 
for  withdrawal  of  the  loan  correspondent 
mortgagee  approval. 

(e)  Special  requirements — investing 
mortgagees.  (1)  An  organization  not 
subject  to  the  inspection  and  supervision 
of  a  government  agency  as  provided  in 
paragraph  (b)  of  this  section  may  be  ap¬ 
proved  as  an  investing  mortgagee. 

(2)  To  be  approved  as  an  investing 
mortgagee,  an  orgsmlzatlon  shall  estab¬ 
lish  to  the  satisfaction  of  the  Ck>mmls- 
sloner  that  it  meets  the  following 
requirements: 

(1)  It  has  experience  in  making  invest¬ 
ments  in  mortgages. 

(il)  It  has  a  supply  of  capital  funds 
sufficient  to  support  a  projected  invest¬ 
ment  of  $1  million  in  real  estate 
mortgages. 

(ill)  It  has  a  sound  financial  condi¬ 
tion. 

(3)  As  a  condition  for  receiving  ap¬ 
proval,  an  investing  mortgagee  shall 
agree  as  follows: 

(1)  To  obtain  Insured  mortgages,  not 
by  origination,  but  only  by  purchase  from 
other  investing  mortgagees  or  from 
mortgagees  authorized  by  the  Commis¬ 
sioner  to  originate  mortgages. 


(11)  To  arrange  with  mortgagees  which 
are  approved  pursuant  to  S  203.1,  S  203.2, 
or  paragraph  (b)  or  (c)  of  this  section 
to  service  all  mortgages  acquired  by  the 
investing  mortgagee  and  to  hold  all 
escrow  funds  collected  in  connection 
therewith. 

(ill)  To  submit  to  the  Commissioner 
annual  independent  audit  reports  of  its 
financial  condition  within  75  days  of  the 
close  of  its  fiscal  year  so  long  as 'it  is  an 
approved  investing  mortgagee. 

(iv)  To  submit  at  any  time  to  such 
examination,  as  the  Secretary  may  re¬ 
quire,  of  that  portion  of  its  books  and 
affairs  relating  to  its  mortgage  invest¬ 
ment  activities. 

(v)  To  comply  with  such  other  re¬ 
quirements  as  the  Commissioner  may 
Impose. 

§  203.6  Approval  of  fiduciary  inveat- 
menu. 

(a)  Approval  as  a  mortgagee  of  a 
banking  institution  or  trust  company 
which  is  subject  to  the  in^?ectlon  and 
supervision  of  a  governmental  agency, 
shall  be  deemed  to  constitute  approval  of 
such  institution  or  company  when  law¬ 
fully  acting  in  a  fiduciary  capacity  In 
investing  fiduciary  funds  which  are 
under  its  individual  or  Joint  control. 
Upon  termination  of  such  fiduciary  re¬ 
lationship,  whether  by  revocation  or 
otherwise,  any  insured  mortgages  held 
in  the  fiduciary  estate  shall  be  trans¬ 
ferred  to  a  mortgagee  approved  under 
this  section  and  the  fiduciary  relation¬ 
ship  must  be  such  as  to  permit  such 
transfer. 

§  203.7  Withdrawal  of  approval. 

(а)  Approval  of  a  mortgagee  may  be 
withdrawn  at  any  time  by  notice  from 
the  Commissioner,  by  reason  of: 

(1)  The  transfer  of  an  Insured  mort¬ 
gage  to  a  nonapproved  mortgagee,  ex¬ 
cept  pursuant  to  §  203.433  or  203.435  of 
this  part. 

(2)  The  failure  of  a  nonsupervlsed 
mortgagee  to  segregate  all  escrow  funds 
received  from  mortgagors  on  account  of 
ground  rents,  taxes,  assessments  and  in¬ 
surance  premiums,  and  to  deposit  such 
funds  to  a  special  account  or  accounts 
with  a  financial  institution  whose  ac¬ 
counts  are  Insured  by  the  Federal 
Depo.slt  Insurance  Corporation  or  by  the 
Federal  Savings  and  Loan  Insurance 
Corporation; 

(3)  The  use  of  escrow  funds  for  any 
purpose  other  than  that  for  which  they 
were  received; 

(4)  The  failure  of  a  non-supervlsed 
mortgagee  to  conduct  its  business  In  ac¬ 
cordance  with  the  plan  Indicated  by  Its 
application  for  approval; 

(5)  The  termination  of  a  mortgagee’s 
supervision  by  a  governmental  agency; 

(5a)  The  failure  of  a  nonsupervlsed 
mortgagee  or  an  investing  mortgagee  to 
submit  the  required  annual  audit  report 
of  its  financial  condition  within  75  days 
of  the  close  of  its  fiscal  year  or  such 
longer  period  as  the  Commissioner  may 
determine. 

(б)  Such  other  reason  as  the  Com¬ 
missioner  determines  to  be  Justified. 
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(b)  Withdrawal  of  a  mortgagee’s  ap¬ 
proval  shall  not  affect  the  Insurance  on 
mortgages  accepted  for  insurance. 

(Sec.  207,  62  Stat.  16,  as  amended;  12  n.S.0. 
1713). 

§  203.8  Financial  statements. 

All  approved  mortgagees  shall  at  any 
time  upon  request  furnish  the  Commis¬ 
sioner  with  a  copy  of  their  latest  pe¬ 
riodic  financial  statement  or  report. 

§  203.9  Mortgage  servicing. 

All  approved  mortgagees  are  required 
to  service  insured  loans  in  accordance 
with  acceptable  mortgage  practices  of 
prudent  lending  institutions.  In  the 
event  of  default,  the  mortgagee  should 
be  able  to  contact  the  mortgagor  and 
otherwise  exercise  diligence  in  collecting 
the  amounts  due.  The  holder  of  the 
mortgage  is  responsible  to  the  Commis¬ 
sioner  for  proper  servicing,  even  though 
the  actual  servicing  may  be  performed 
by  an  agent  of  such  holder. 

Application  and  Commitment 
§  203.10  Submission  of  application. 

Any  approved  mortgagee  may  submit 
an  application  for  insurance  of  a  mort¬ 
gage  about  to  be  executed,  or  of  a  mort¬ 
gage  already  executed. 

§  203.11  Form  of  application. 

The  application  must  be  made  upon 
a  standard  form  prescribed  by  the  Com¬ 
missioner. 

§  203.12  Application  and  commitment 
extension  fees. 

(a)  Application  lee.  (1)  Amonint  of 
fee.  The  mortgagee  shall  pay  an  appli¬ 
cation  fee  to  cover  the  cost  of  processing. 
The  fee  shall  be  as  follows: 

(1)  $40  for  an  application  involving 
existing  construction. 

(il)  $50  for  an  application  involving 
proposed  construction. 

(ill)  $10  for  an  application  involving 
a  mortgage  of  the  character  described 
in  §  203.43(b)  (3)  and  (4). 

(iv)  $10  for  an  application  processed 
under  the  Certified  Agency  Program. 

(v)  $15  for  an  application  filed  on  or 
after  July  1,  1969,  which  involves  prop¬ 
erty,  which  respect  to  which  the  Veterans 
Administration  has  issued  a  Certificate 
of  Reasonable  Value,  if  the  mortgsigee 
submits  with  the  application  evidence, 
satisfactory  to  the  Commissioner,  that 
such  Certificate  is  outstanding  and  has 
not  expired. 

(2)  Time  of  fee  payment.  The  appli¬ 
cation  fee  shall  be  due  and  payable  by 
the  mortgagee  upon  receipt  from  the 
PHA  of  a  monthly  statement  covering 
the  related  transactions. 

(3)  Credit  for  fee  previously  charged. 
A  credit  may  be  allowed  the  mortgagee 
for  an  application  fee  previously  charged 
under  such  conditions  as  the  Commis¬ 
sioner  prescribes. 

(4)  Fee  not  required.  A  mortgagee 
shall  not  be  required  to  pay  an  applica¬ 
tion  fee  where: 

(I)  The  application  is  not  accepted 
for  processing;  or 

(II)  The  application  is  made  on  behalf 
of  a  veteran  for  the  insurance  of  a 
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mortgage  to  refinance  an  existing  Insured 
mortgage  which  is  in  default  by  reason  of 
his  military  service,  if  the  Commissioner 
finds  that  the  charging  of  such  fee 
would  be  inequitable  imder  the  circum¬ 
stances  of  the  transaction.  For  the  pur¬ 
poses  of  this  subdivision  the  word  “vet¬ 
eran”  shall  mean  a  person  who  has 
served  in  the  active  military  or  naval 
service  of  the  United  States  at  any  time 
on  or  after  September  16, 1940,  and  prior 
to  July  26,  1947,  or  on  or  after  June  27, 
1950,  and  prior  to  February  1.  1955;  or 

(ill)  The  application  is  in  connection 
with  the  insurance  of  a  mortgage  to 
finance  the  purchase  of  Commissioner- 
held  property. 

(b)  Commitment  extension  fee — (1) 
Amount  of  fee.  The  mortgagee  shall 
pay  a  commitment  extension  fee  for  ex¬ 
tending  an  outstanding  commitment  or 
for  reopening  and  extending  an  expired 
commitment  within  two  months  after 
such  expiration.  The  fee  shall  be  as 
follows: 

(1)  $25  where  the  commitment  in¬ 
volves  existing  construction  or  proposed 
construction. 

(il)  $10  where  the  commitment  In¬ 
volves  a  mortgage  of  the  character  de¬ 
scribed  in  S  203.43(b)  (3)  and  (4). 

(2)  Time  of  fee  payment.  The  com¬ 
mitment  extension  fee  shall  be  due  and 
payable  by  the  mortgagee  upon  receipt 
from  the  FHA  of  a  monthly  statement 
covering  the  related  transactions. 

(3)  Credit  for  fee  previously  charged. 
A  credit  may  be  allowed  the  mortgagee 
for  a  commitment  extension  fee  pre¬ 
viously  charged  imder  such  conditions 
as  the  Commissioner  prescribes. 

(4)  Fee  not  required.  A  mortgagee 
shall  not  be  required  to  pay  a  commit¬ 
ment  extension  fee  where: 

(i)  The  commitment  to  be  extended 
or  reopened  is  in  connection  with  an  ap¬ 
plication  made  on  behalf  of  a  veteran 
under  circumstances  set  forth  in  para¬ 
graph  (a)  (4)  (11)  of  this  section;  or 

(il)  The  commitment  is  in  connection 
with  the  insurance  of  a  mortgage  to  fi¬ 
nance  the  purchase  of  Commissioner- 
held  property. 

(Sec.  234,  75  Stat.  160;  12  U.S.C.  1716y) 

§  203.13  Approval  of  application. 

Upon  approval  of  an  application,  ac- 
ceptfmce  of  the  mortgage  for  insurance 
will  be  evidenced  by  the  issuance  of  a 
commitment  setting  forth,  upon  a  form 
prescribed  by  the  Commissioner,  the 
terms  and  conditions  upon  which  the 
mortgage  will  be  Insured. 

§  203.14  Builflrrs  warranty. 

With  respect  to  commitments  Issued 
on  or  after  October  1,  1954,  applicatlcms 
relating  to  proposed  construction  must 
be  accompanied  by  an  agreement  in  form 
satisfactory  to  the  Commissioner  exe¬ 
cuted  by  the  seller  or  builder  or  such 
other  person  as  the  Commissioner  may 
require  agreeing  that  in  the  event  of  any 
sale  or  conveyance  of  the  dwelling  within 
a  period  of  one  year  beginning  with  the 
date  of  initial  occupancy,  the  seller, 
builder,  or  such  other  person  will  at  the 
time  of  such  sale  or  conveyance  deliver 
to  the  purchaser  or  owner  of  such  prop- 
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erty  a  warranty  in  form  satisfactory  to 
the  Commissioner  warranting  that  the 
dwelling  is  constructed  in  substsintlal 
conformity  with  the  plans  and  specifi¬ 
cations  (including  amendments  thereof 
or  changes  and  variations  therein  which 
have  been  approved  in  writing  by  the 
Commissioner)  on  which  the  Commis¬ 
sioner  has  based  his  valuation  of  the 
dwelling.  Such  agreement  must  provide 
that  upon  the  sale  or  conveyance  of  the 
dwelling  and  delivery  of  the  warranty, 
the  seller,  builder  or  such  other  person 
will  promptly  furnish  the  Commissioner 
with  a  conformed  copy  of  the  warranty 
establishing  by  the  purchaser’s  receipt 
thereon  that  the  original  warranty  has 
been  delivered  to  the  purchaser  in  ac¬ 
cordance  with  this  section. 

§  203.15  Certlfiration  of  appraisal 
amount. 

An  application  with  respect  to  in¬ 
surance  of  mortgages  on  one-  or  two- 
family  dwellings  must  be  accompanied 
by  an  agreement  satisfactory  to  the 
Commissioner,  executed  by  the  seller, 
builder  or  such  other  person  as  may  be 
required  by  the  Commissioner  whereby 
such  person  agrees  that  prior  to  any 
sale  of  the  dwelling  the  said  person  will 
deliver  to  the  purchaser  of  such  prop¬ 
erty  a  written  statement  in  form  satis¬ 
factory  to  the  Commissioner  setting 
forth  the  amount  of  the  appraised  value 
of  the  property  as  determined  by  the 
Commissioner. 

§  203.16  Certificate  and  contract  regard¬ 
ing  use  of  dwelling  for  transient  or 
hotel  purposes. 

Every  application  filed  with  respect 
to  Insurance  of  mortgages  on  a  two-, 
three-,  or  four-family  dwelling,  or  a 
single-family  dwelling  which  is  one  of 
a  group  of  5  or  more  single-family 
dwellings  held  by  the  same  mortgagor, 
must  be  accompanied  by  a  contract  in 
form  satisfactory  to  the  Commissioner, 
signed  by  the  proposed  mortgagor  cove¬ 
nanting  and  agreeing  that  so  long  as  the 
proposed  mortgage  is  insured  by  the 
Commissioner  the  mortgagor  will  not 
rent  the  housing  or  any  part  thereof 
covered  by  the  mortgage  for  transient  or 
hotel  purposes,  together  with  the  mort¬ 
gagor’s  certification  under  oath  that  the 
housing  or  any  part  thereof  covered  by 
the  proposed  mortgage  will  not  be  rented 
for  transient  or  hotel  purposes.  For  the 
purpose  of  this  subchapter  rental  for 
transient  or  hotel  purposes  shall  mean 
(a)  rental  for  any  period  less  than  30 
days  or  (b)  any  rental  if  the  occupants 
of  the  housing  accommodations  are  pro¬ 
vided  customary  hotel  services  such  as 
room  service  for  food  and  beverages, 
maid  service,  furnishing  and  laundering 
of  linen,  and  bellboy  service. 

Eligible  Mortgages 
§  203.17  Mortgage  proviaions. 

(a)  Mortgage  form.  The  mortgage 
shall  be  executed  upon  a  form  approved 
by  the  Commissioner  for  use  in  the  Juris¬ 
diction  in  which  the  property  covered 
by  the  mortgage  Is  situated  and  shall  be 
a  first  lien  upon  property  that  conforms 
with  property  standards  prescribed  by 
the  Commissioner.  The  entire  prlncipcd 
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amount  of  the  mortgage  must  have  been 
disbursed  to  the  mortgagor  or  to  his 
creditors  for  his  account  and  with  his 
consent. 

(b)  Mortgage  multiples.  The  mortgage 
shall  Involve  a  principal  obligation  In 
multiples  of  $50. 

(c)  Payments.  The  mortgage  shall: 

(1)  Come  due  on  the  first  of  the  month. 

(2)  Have  an  amortization  period  of 
either  10.  15,  20.  25,  30,  or  35  years  by 
providing  for  either  120, 180, 240, 300, 360, 
or  420  monthly  amortization  payments. 

(3)  Provide  for  pasrmenta  to  principal 
and  interest  to  be^n  not  later  than  the 
first  day  of  the  month  following  60  days 
from  the  date  the  mortgagee’s  certificate 
on  the  commitment  was  executed. 

(d)  Maturity.  (1)  TTie  mortgage  shall 
have  a  maturity  as  set  forth  In  subpara¬ 
graph  (2)  or  (3)  of  this  paragraph, 
whichever  Is  the  lesser. 

(2)  The  mortgage  shall  have  a  matu¬ 
rity  not  in  excess  of  three-quarters  of  the 
remaining  economic  life  of  the  building 
Improvements. 

(3)  The  mortgage  shall  have  a  term 
of  not  less  than  10  nor  more  than: 

(I)  Thirty  years  from  the  date  of  the 
beginning  of  amortization;  or 

(II)  Thirty-five  years  from  the  date  of 
the  beginning  of  amortization  If  the 
following  requirements  are  met: 

(a)  The  mortgagor  Is  an  owner  occu¬ 
pant  of  the  property  and  Is  not  able,  as 
determined  by  the  Commissioner,  to 
make  the  required  payments  under  a 
mortgage  having  a  shorter  amortization 
period; 

(b)  The  dwelling  was  approved  for 
mortgage  insurance  by  the  Commissioner 
prior  to  the  beginning  of  construction  or 
approved  for  guaranty.  Insurance  or  di¬ 
rect  loan  by  the  Administrator  of  Veter¬ 
ans  Affairs  prior  to  such  construction; 
and 

(c)  Tlie  dwelling  was  inspected  by  the 
FHA  and  found  to  have  been  completed 
In  compliance  with  the  terms  of  the  FHA 
commitment,  or  inspected  by  the  VA  and 
found  to  have  been  completed  In  com¬ 
pliance  with  the  terms  of  the  VA  Cer¬ 
tificate  of  Reasonable  Value. 

§  203.18  Maximum  mortgage  amounts. 

(a)  Occupant  mortgagors.  A  mort¬ 
gage  executed  by  a  mortgagor  who  Is  an 
occupant  of  the  property  shall  not  ex¬ 
ceed  the  lesser  of  the  amounts  In  sub- 
paragraphs  (1)  and  (2)  or  (1)  and  (3) 
of  this  paragraph  as  foDows: 

(1)  Dollar  limitation.  A  dollar  limita¬ 
tion  of: 

(1)  $33,000  for  a  one-family  residence. 

(il)  $35,750  for  a  two-family  residence. 

(ill)  $35,750  for  a  three-family 

residence. 

(Iv)  $41,250  for  a  four-family 

residence. 

(2)  Loan  ~  to  -  value  limitation — ap¬ 
proval  prior  to  construction.  If  the 
mortgage  covers  a  dwelling  approved  for 
mortgage  Insurance  (or  for  guaranty.  In¬ 
stance,  or  a  direct  loan  by  the  Adrnin- 
Istrator  of  Veterans  Affairs)  prior  to  the 
beginning  of  construction  or  a  dwelling 
wlilch  was  completed  more  than  1  year 
preceding  the  date  of  the  application  for 
mortgage  insurance,  the  sum  of  the  fol¬ 
lowing  percentages  of  the  Commlsslon- 
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er’s  appraised  value  of  the  property,  as 
of  the  date  the  mortgage  Is  accepted  for 
Insurance: 

(I)  97  percent  of  the  first  $15,000  of 
such  value  (100  percent  of  $15,000  of  such 
value  or  the  sum  of  such  value  not  In  ex¬ 
cess  of  $15,000  and  the  items  of  prepaid 
expense  approved  by  the  Commissioner 
minus  $200.  whichever  appraisal  amoimt 
or  sum  is  the  lesser,  in  the  case  of  a 
mortgagor  qualifying  as  a  veteran). 

(II)  90  percent  of  such  value  In  excess 
of  $15,000,  but  not  In  excess  of  $25,000. 

(ill)  80  percent  (85  percent  In  the  case 
of  a  mortgagor  qualifying  as  a  veteran) 
of  such  value  In  excess  of  $25,000. 

(3)  Loan-to-value  limitation — no 
prior  approval.  A  loan-to-value  limita¬ 
tion  of  90  percent  of  $25,000  of  the  ap¬ 
praised  value  of  the  property,  as  of  the 
date  the  mortgage  is  accepted  for  in¬ 
surance,  and  80  percent  (85  percent  In 
the  case  of  a  mortgagor  qualifying  as  a 
veteran)  of  such  value  in  excess  of 
$25,000,  If  the  dwelling  does  not  meet 
the  requirements  in  the  Introductory  text 
of  subparagraph  (2)  of  this  paragraph. 

(b)  Veteran  qualifications.  The  spe¬ 
cial  veteran  terms  provided  In  paragraph 
(a)  of  this  section  shall  only  be  appli¬ 
cable  to  a  mortgage  covering  a  single 
family  dwelling  executed  by  a  mortgagor 
who  submits  to  the  Commissioner  one 
of  the  following  certifications: 

(1)  A  Certificate  of  Veteran  Status 
from  the  Veterans  Administration  estab¬ 
lishing  that  he  has  served  90  days  or 
more  on  active  duty  in  the  armed  forces 
(U.S.  Army,  Navy,  Marine  Corps,  Air 
Force,  Coast  Guard,  the  Army  Rerorve, 
the  Naval  Reserve,  the  Marine  Corps  Re¬ 
serve,  the  Air  P\)rce  Reserve,  the  Coast 
Guard  Reserve,  the  National  Guard  of 
the  United  States  and  the  Air  National 
Guard  of  the  United  States)  of  the 
United  States  and  was  discharged  or  re¬ 
leased  therefrom  imder  conditions  other 
than  dishonorable. 

(2)  A  certificate  Issued  by  the  Secre¬ 
tary  of  Defense  establishing  that  the 
mortgagor  performed  extra  hazardous 
service  while  serving  In  the  armed  forces 
for  a  period  of  less  than  90  days. 

(c)  Nonoccupant  mortgagors.  A 
mortgage  executed  by  a  mortgagor  who 
Is  not  the  occupant  of  the  properts^  shall 
not  exceed: 

(1)  85  percent  of  any  amount  com¬ 
puted  imder  paragraph  (a)  of  this  sec¬ 
tion;  or 

(2)  The  full  amount  computed  under 
paragraph  (a)  of  this  section  If  the 
mortgage  covers  a  one-  or  two-family 
residence  and  the  Commissioner  Is  fur¬ 
nished  with  certificates  Indicating  that: 

(1)  [Reserved] 

(ii)  The  mortgagor  will  not  rent  (ex¬ 
cept  for  a  rental  term  of  not  less  than 
30  days  and  not  more  than  60  days) ,  sell 
(except  where  the  Insured  mortgage  is 
paid  in  full  as  an  Incident  of  the  sale) , 
or  occupy  the  property  prior  .to  the  18th 
amortization  pa^mient  of  the  mortgage 
except  with  the  prior  written  approval 
of  the  Commissioner; 

(III)  Not  less  than  15  percent  of  the 
original  principal  amount  of  the  mort¬ 
gage  proceeds  has  been  deposited  In  an 
escrow,  trust,  or  special  account; 


(iv)  The  mortgagor  agrees  that.  If 
the  property  is  not  sold  prior  to  the  due 
date  of  the  18th  amortization  payment 
of  the  mortgage  to  a  purchaser  accepta¬ 
ble  to  the  Commissioner  who  will  occupy 
the  property,  assume,  and  agree  to  pay 
the  mortgage  indebtedness,  the  amount 
held  In  escrow,  trust,  or  special  account 
will  be  applied  In  reduction  of  the  out¬ 
standing  principal  amotmt  of  the  mort¬ 
gage  as  of  the  due  date  of  the  18th 
amortization  payment  of  the  mortgage; 

(v)  [Reserved] 

(vl)  The  mortgagee  agrees  that  any 
portion  of  the  fund  held  in  escrow,  trust, 
or  special  accoimt,  not  applied  to  the 
mortgage  in  accordance  with  the  pro¬ 
visions  of  this  paragraph,  shall  be  de¬ 
ducted  from  the  amount  of  debentures 
to  w  hich  the  mortgagee  would  otherwise 
be  entitled  If  a  claim  for  debentures  is 
filed. 

(d)  Outlying  area  properties.  A 
mortgage  covering  a  single-family  resi¬ 
dence  located  In  an  area  where  the  Com¬ 
missioner  finds  It  is  not  practicable  to 
obtain  conformity  with  many  of  the  re¬ 
quirements  essential  to  Insurance  of 
mortgages  In  buUt  up  urban  areas,  or 
to  be  used  as  a  farm  home-on  a  plot  of 
land,  five  or  more  acres  In  size,  adjacent 
to  a  public  highway,  shall  not  exceed: 

(1)  $16,200. 

(2)  97  percent  of  the  appraised  value 
of  the  property  as  of  the  date  the  mort¬ 
gage  is  accepted  for  Insurance,  If: 

(I)  The  dwelling  was  approved  for  In¬ 
surance  by  the  Commissioner  prior  to 
the  beginning  of  construction:  or 

(II)  Construction  was  completed  more 
than  one  year  preceding  the  date  of  the 
application  for  Insurance;  or 

(III)  The  dwelling  was  approved  for 
guaranty.  Insurance,  or  direct  loan  by 
the  Administrator  of  Veterans  Affairs 
prior  to  the  beginning  of  construction. 

(3)  90  percent  of  the  appraised  value 
of  the  property  as  of  the  date  the  mort¬ 
gage  Is  accepted  for  insurance  In  the 
case  of  all  properties  not  meeting  the 
requirements  of  subparagraph  (2)  of 
this  paragraph;  and 

(4)  85  i>ercent  of  the  appraised  value 
of  the  property  If  the  mortgagor  Is  not 
an  occupant  thereof. 

(e)  Disaster  victims.  A  mortgage  cov¬ 
ering  a  single-family  dwelling.  In  an 
amount  not  in  excess  of  $14,400  or  the 
appraised  value  of  the  proi)erty  as  of 
the  date  the  mortgage  is  accepted  for 
Insurance,  whichever  is  the  lesser,  shall 
be  eligible  for  Insurance  if : 

(1)  The  mortgage  Is  executed  by  a 
mortgagor  who  will  occupy  the  dwelling; 

(2)  The  mortgagor  establishes  that 
the  home  which  he  previously  occupied 
as  owner  or  tenant  was  destroyed  or 
damaged  to  such  an  extent  that  recon¬ 
struction  or  replacement  Is  required  as 
a  result  of  a  flood,  fire,  earthquake,  storm 
or  other  catastrophe  which  the  President 
has  determined  to  be  a  major  disaster; 
and 

(3)  The  application  for  insurance  is 
filed  within  one  year  from  the  date  of 
such  Presidential  determination,  or 
within  such  additional  period  of  time 
as  the  period  of  Federal  assistance  with 
respect  to  such  disaster  may  be  ex¬ 
tended. 
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(f )  Seasonal  homes.  A  mortgage  cover¬ 
ing  a  family  residence  designed  for  sea¬ 
sonal  (rather  than  year-round)  occu¬ 
pancy  shall  involve  a  principal  obliga- 
tim  not  in  excess  of  $18,000,  and  not  in 
excess  of  75  percent  of  the  appraised 
value  of  the  property. 

§  203.19  Mortgagor's  minimum  invest¬ 
ment. 

(a)  At  the  time  the  mortgage  is  in¬ 
sured,  the  mortgagor  shall  have  paid  In 
cash  or  Its  equivalent  the  following  min¬ 
imum  amoimt: 

(1)  In  all  cases  (except  those  Involving 
a  veteran  meeting  the  requirements  of 
S  203.18(a)  (3) ),  the  minimum  invest¬ 
ment  shall  be  at  least  3  percent  of  the 
Commissioner’s  estimate  of  the  cost  of 
acquisition  or  such  larger  amount  as 
the  Commissioner  may  determine. 

(2 )  In  a  case  involving  a  veteran  meet¬ 
ing  the  requirements  of  §  203.18(a)  (3), 
the  minlmiun  Investment  shall  be  $200 
which  may  include  settlement  costs,  ini¬ 
tial  payments  for  taxes,  hazard  insurance 
premiums,  mortgage  insurance  premi¬ 
ums,  and  other  prepaid  expenses  as  ap¬ 
proved  by  the  Commissioner. 

(b)  A  mortgagor  who  is  60  years  of  age 
or  older,  as  of  the  date  the  mortgage  Is 
accepted  for  Insurance,  or  whose  mort¬ 
gage  meets  the  requirements  of  and  Is 
to  be  Insured  pursuant  to  §  203.18(d) ,  or 
who  is  purchasing  a  single-family  home 
imder  a  low  income  housing  demonstra¬ 
tion  project  which  is  being  assisted  by  the 
Secretary  of  Housing  and  Urban  Devel¬ 
opment  pursuant  to  section  207  of  the 
Housing  Act  of  1961,  may  obtain  a  loan 
to  meet  the  payment  required  by  para¬ 
graph  (a)  of  this  section  and  to  pay 
settlement  costs.  Such  loan  shall  be  from 
a  corporation  or  person  satisfactory  to 
the  Commissioner.  Tlie  settlement  costs 
paid  with  the  loan  may  Include  initial 
payments  for  taxes,  hazard  insurance 
premium,  mortgage  Insurance  premium, 
and  other  prepaid  expenses,  as  deter¬ 
mined  by  the  Commissioner,  As  security 
for  the  loan,  the  mortgagor  may  give  a 
note  or  other  evidence  of  Indebtedness 
bearing  Interest  at  a  rate  not  in  excess 
of  that  permitted  in  the  Insured  mort¬ 
gage.  The  aggregate  amount  of  the  in¬ 
sured  mortgage  and  the  loan  referred  to 
in  this  section  shall  not  exceed  an 
amount  equal  to  the  Commissioner’s  esti¬ 
mate  of  the  appraised  value  of  the 
property,  plus  an  amount  equal  to  the 
Initial  payments  for  taxes,  hazard  In¬ 
surance  premium,  mortgage  Insurance 
premium,  and  other  prepaid  expenses, 
as  determined  by  the  Commissioner. 

(c)  In  a  case  involving  the  Insurance 
of  a  mortgage  on  a  seasonal  home,  the 
minimum  investment  shall  be  at  least  25 
percent  of  the  appraised  value  of  the 
property. 

§  203.20  Maxiniiiin  iiitorosi  rule* 

(a)  ’The  mortgage  shall  bear  interest 
at  the  rate  agreed  upon  by  the  mort¬ 
gagee  and  the  mortgagor,  which  rate 
shall  not  exceed  7  percent,  except  that 
where  an  application  for  commitment 
was  received  by  the  Secretary  before 
February  18,  1971,  the  mortgage  may 
bear  interest  at  the  maximum  rate  in 


effect  at  the  time  of  receipt  of  the 
application. 

(b)  Interest  shall  be  payable  In 
monthly  Installments  on  the  principal 
amount  of  the  mortgage  outstanding  on 
the  due  date  of  each  installment. 

§  203.21  Amortization  provisions. 

The  mortgage  must  contain  complete 
amortization  provisions  satisfactory  to 
the  Commissioner,  requiring  monthly 
payments  by  the  mortgagor  not  in  excess 
of  his  reasonable  ability  to  pay  as  deter¬ 
mined  by  the  Commissioner.  The  sum 
of  the  principal  and  interest  payments  in 
each  month  shall  be  substantially  the 
same. 

§  203.22  Payment  of  in.surance  pre¬ 
miums  or  charges;  prepayment  pre¬ 
miums. 

(a)  The  mortgage  may  provide  for 
monthly  payments  by  the  mortgagor 
to  the  mortgagee  of  an  amoimt  equal 
to  one-twelfth  of  the  annual  mortgage 
Insurance  premium  payable  by  the 
mortgagee  to  the  Commissioner.  If  the 
mortgage  contains  a  provision  permitting 
the  holder  to  make  future  “open-end” 
advances  or  is  amended  or  modified  to 
include  such  a  provision,  the  mortgage 
may  provide  for  a  monthly  payment  by 
the  mortgagor  of  an  amoimt  equal  to 
one-twelfth  of  the  annual  charge,  pay¬ 
able  by  the  mortgagee  to  the  Commis¬ 
sioner  for  insurance  of  such  advances. 
Such  payments  shall  continue  only  so 
long  as  the  contract  of  insurance  shall 
remain  in  effect. 

(b)  ’The  mortgage  should  provide  that 
upon  the  payment  of  the  mortgage  be¬ 
fore  maturity,  the  mortgagor  shall  pay 
the  adjusted  premium  charge  referred 
to  in  this  subchapter,  but  shall  not  pro¬ 
vide  for  the  payment  of  any  further 
charge  on  account  of  such  prepayment. 

§  203.23  Mortgagor's  payments  to  in¬ 
clude  other  charges. 

(a)  The  mortgage  shall  provide  for 
such  equal  monthly  payments  by  the 
mortgagor  to  the  mortgagee  as  will 
amortize  the  ground  rents,  if  any,  and 
the  estimated  amount  of  all  taxes,  spe¬ 
cial  assessments,  if  any,  and  lire  and 
other  hazard  insurance  premiums,  with¬ 
in  a  period  ending  one  month  prior  to 
the  dates  on  which  the  same  become  de¬ 
linquent.  The  mortgage  shall  further 
provide  that  such  payments  shall  be  held 
by  the  mortgagee  in  a  manner  satisfac¬ 
tory  to  the  Commissioner,  for  the  pur¬ 
pose  of  paying  such  ground  rents,  taxes, 
assessments  and  insurance  premiums 
before  the  same  become  delinquent,  for 
the  benefit  and  account  of  the  mort¬ 
gagor.  ’The  mortgage  must  also  make 
provision  for  adjustments  in  case  the 
estimated  amount  of  such  taxes,  assess¬ 
ments,  and  insurance  premiums  shall 
prove  to  be  more,  or  less,  than  the  actual 
amount  thereof  so  paid  by  the  mortgagor. 

(b)  Mortgages  involving  a  principal 
obligation  not  in  excess  of  $9,000  may 
contain  a  provision  requiring  the  mort¬ 
gagor  to  pay  to  the  mortgagee  an  annual 
service  charge  at  such  rate  as  may  be 
agreed  upon  between  the  mortgagee  and 
the  mortgagor,  but  in  no  case  shall  such 


service  charge  exceed  one-half  of  one 
percent  per  annum.  Any  such  seiwlce 
charge  shall  be  payable  in  monthly  in¬ 
stallments  on  the  principal  then  out¬ 
standing.  The  provisions  of  this  para¬ 
graph  shall  not  apply  to  mortgages 
endorsed  for  Insurance  pursuant  to  ap¬ 
plications  received  by  the  Conunlssioner 
on  or  after  July  17, 1961. 

§  203.24  Application  of  payments. 

(a)  All  monthly  payments  to  be  made 
by  the  mortgagor  to  the  mortgagee  shall 
be  added  together  and  the  aggregate 
amount  thereof  shall  be  paid  by  the 
mortgagor  each  month  in  a  single  pay¬ 
ment.  ’The  mortgagee  shall  apply  the 
same  to  the  following  items  in  toe  order 
set  forth: 

(1)  Premium  charges  under  the  con¬ 
tract  of  Insurance,  including  Insurance 
charges  for  open-end  advances; 

(2)  Ground  rents,  taxes,  special  as¬ 
sessments,  and  fire  and  other  hazard 
Insrurance  premiums; 

(3)  Interest  on  the  mortgage;  and 

(4)  Amortization  of  the  principal  of 
toe  mortgage. 

(b)  Any  deficiency  in  the  amount  of 
any  such  aggregate  monthly  payment 
shall,  unless  made  good  by  the  mortgagor 
prior  to,  or  on,  the  due  date  of  toe  next 
such  payment,  constitute  an  event  of 
default  under  the  mortgage. 

§  203.25  Late  charge. 

The  mortgage  may  provide  for  the  col¬ 
lection  by  the  mortgagee  of  a  late  charge, 
not  to  exceed  2  cents  for  each  dollar  of 
each  payment  more  than  15  days  in  ar¬ 
rears,  to  cover  the  extra  expense  involved 
in  handling  delinquent  payments.  Late 
charges  shall  be  separately  charged  to 
and  collected  from  the  mortgagor  and 
shall  not  be  deducted  from  any  aggre¬ 
gate  monthly  payment. 

§  203.26  Moiigngor'a  payments  when 
niortg.ige  is  executed. 

The  mortgagor  must  pay  to  the  mort¬ 
gagee,  upon  the  execution  of  toe  mort¬ 
gage,  a  sum  that  will  be  sufficient  to  pay 
toe  ground  rents.  If  any,  and  the  esti¬ 
mated  taxes,  special  assessments,  and 
fire  and  other  hazard  Insurance  pre¬ 
miums  for  the  period  beginning  on  the 
date  to  which  such  ground  rents,  taxes, 
assessments,  and  Insurance  premliuns 
were  last  paid  and  ending  on  the  date  of 
the  first  monthly  payment  under  the 
mortgage  plus  an  amount  sufficient  to 
pay  the  mortgage  Insurance  premium 
from  the  date  of  closing  the  loan  to  the 
date  of  toe  first  monthly  payment. 

§  203.27  Maximum  charges,  fees  or  dis¬ 
counts. 

(a)  ’The  mortgagee  may  collect  from 
toe  mortgagor  the  following  charges,  fees 
or  discounts: 

(1)  The  application  fees  provided  for 
in  this  part. 

(2)  A  charge  to  compensate  the  mort¬ 
gagee  for  expenses  Inciured  in  originat¬ 
ing  and  closing  the  loan,  toe  charge  not 
to  exceed: 

(1)  $20  or  1  percent  of  toe  original 
principal  amoimt  of  the  mortgage, 
whichever  is  the  greater;  or 
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(ii)  $50  or  percent  of  the  originsJ 
principal  amount  of  the  mortgage, 
whichever  is  the  greater,  with  respect  to 
mortgages  on  property  under  construc¬ 
tion  or  to  be  constructed  where  the  mort¬ 
gagee  makes  partial  disbursements  and 
inspections  of  the  property  during  the 
progress  of  construction. 

(ill)  If  the  mortgage  involves  repair 
or  rehabilitation,  and  the  mortgagee 
meets  the  conditions  of  subdivision  (11) 
of  this  subparagraph  relating  to  dis¬ 
bursements  and  inspections,  the  charge 
prescribed  in  subdivision  (11)  of  this  sub- 
paragraph  may  be  collected  in  connec¬ 
tion  with  that  portion  of  the  mortgage 
applied  to  such  repair  or  rehabilitation. 
The  charge  with  respect  to  any  part  of 
the  mortgage  not  applied  to  repair  or 
rehabilitation,  or  any  part  of  the  mort¬ 
gage  so  applied  which  does  not  meet  the 
conditions  of  subdivision  (ii)  of  this  sub- 
paragraph  relating  to  disbursements  and 
inspections,  ^all  be  limited  to  that  pro¬ 
vided  in  subdivision  (i)  of  this  subpara¬ 
graph. 

(3)  Reasonable  and  customary 
amoimts  for  any  of  the  following  items: 

(i)  Recording  fees  and  recording 
taxes  or  other  charges  incident  to  re¬ 
cordation; 

(11)  Credit  Report; 

(ill)  Survey,  if  requli-ed  by  mortgagee 
or  mortgagor: 

(Iv)  Title  examination;  -title  insur¬ 
ance,  if  any; 

(V)  Such  other  reasonable  and  cus¬ 
tomary  charges  or  fees  as  may  be  author¬ 
ized  by  the  Commissioner. 

(4)  Reasonable  and  customary  charges 
in  the  nature  of  discounts  if  the  mort¬ 
gagor  is: 

(i)  A  builder  constructing  houses  for 
sale  who  executes  the  mortgage  in  his 
own  name; 

(ii)  Constructing  a  dwelling  for  his 
own  occupancy;  or 

(ill)  Refinancing  an  existing  indebted* 
ness  secured  by  the  property  owned  by 
the  mortgagor. 

(iv)  Purchasing  the  property  from  a 
governmental  agency  or  municipal  cor¬ 
poration  which  is  precluded  by  statute 
from  paying  the  discoimt. 

(v)  A  builder  or  realtor  who  is  pur¬ 
chasing  a  dwelling  from  an  owner- 
occupant. 

(b)  [Reserved] 

(c)  [Reserved] 

(d)  Prior  to  Insurance  of  any  mort¬ 
gage,  the  mortgagee  shall  fiumish  to  the 
Commissioner  a  signed  statement  in 
form  satisfactory  to  the  Commissioner, 
listing  any  charge,  fee  or  discount  col¬ 
lected  by  the  mortgagee  from  the  mort¬ 
gagor.  The  Commissioner’s  endorse¬ 
ment  of  the  mortgage  for  Insurance  shsiU 
constitute  approval  of  the  listed  charges, 
fees  or  discounts. 

(e)  Nothing  in  this  section  will  be 
construed  as  prohibiting  the  mortgagor 
from  dealing  through  a  broker  who  does 
not  represent  the  mortgagee,  if  he  pre¬ 
fers  to  do  so,  and  paying  such  compen¬ 
sation  as  is  satisfactory  to  the  mortgagor 
in  order  to  obtain  mortgage  financing. 

§  203.2ft  F.ronomic  soundness  of  proj¬ 
ects. 

The  mortgage  must  be  executed  with 
respect  to  a  project  which,  in  the  opinion 


of  the  Commissioner,  is  economically 
sound,  except  that  this  section  shall  not 
apply  in  each  of  the  following  instances: 

(a)  To  a  mortgage  of  the  character 
described  in  S  203.18(d)  and  with  respect 
to  such  a  mortgage,  the  Commissioner 
shall  determine  that  the  mortgage  is 
an  acceptable  risk  giving  consideration 
to  the  need  for  providing  adequate  hous¬ 
ing  for  families  of  low  and  moderate  in¬ 
come,  particularly  in  suburban  and  out- 
Isdng  areas  or  small  communities. 

(b)  To  a  mortgage  of  the  character 
described  in  S  203.18(e). 

(c)  To  a  mortgage  of  the  character 
described  in  §  203.43a. 

(d)  To  a  mortgage  of  the  character 
described  in  §  203.43b. 

§  203.29  Eligible  mortgages  in  Alaska, 
Guam,  or  Hawaii. 

(a)  If  the  Commissioner  finds  that 
because  of  high  costs  in  Alaska,  Guam 
or  Hawaii  it  is  not  feasible  to  construct 
dwellings  without  the  sacrifice  of  sound 
standards  of  construction,  design,  and 
livability  within  the  limitations  of  maxi- 
miun  mortgage  amoimts  provided  in  this 
subpart  the  principal  obligation  of  mort¬ 
gages  may  be  increased  in  such  amounts 
as  may  be  necessary  to  compensate  for 
such  costs,  but  not  to  exceed,  in  any 
event,  the  maximum  including  high  cost 
area  increases,  if  any,  otherwise  appli¬ 
cable  by  more  than  one-half  thereof. 

(b)  If  the  Alaska  Housing  Authority 
or  the  Government  of  Guam  or  Hawaii 
or  any  agency  or  instrumentality  thereof 
is  the  mortgagor  or  mortgagee,  or  if  the 
mortgagor  is  regulated  or  restricted  as  to 
rents  or  sales,  charges,  capital  structure, 
rate  of  return,  and  methods  of  oiJeratlon 
to  such  an  extent  and  in  such  manner  as 
the  Commissioner  determines  advisable 
to  provide  reasonable  rental  and  sales 
prices  and  a  reasonable  retium  on  the 
investment,  any  mortgage  otherwise  eli¬ 
gible  for  Insurance  under  this  subpart, 
may  be  Insured  without  regard  to  any 
requirement  that  the  mortgagor: 

(1)  Be  the  owner  and  occupant  of  the 
property: 

(2)  Has  paid  on  account  of  the  prop¬ 
erty  a  prescribed  percentage  of  the  ap¬ 
praised  value  of  the  property;  or 

(3)  Certify  that  the  mortgaged  prop¬ 
erty  be  free  and  clear  of  all  liens  other 
than  the  mortgage  offered  for  insurance 
and  that  there  will  not  be  any  other  un¬ 
paid  obligations  contracted  in  connec¬ 
tion  with  the  mortgage  transaction  or 
the  purchase  of  the  mortgaged  property. 

(c)  'The  provisions  of  S  203.28  requir¬ 
ing  economic  soundness  shall  not  be  ap¬ 
plicable  to  mortgages  covering  property 
located  in  Alaska  or  in  Guam  or  in 
Hawaii,  but  the  Commissioner  shall  find 
that  the  property  or  project  is  an  ac¬ 
ceptable  risk  giving  consideration  to  the 
acute  housing  shortage  in  Alaska  or  in 
Guam  or  in  Hawaii. 

§  203.30  Crrliflrale  of  nondiscrimina¬ 
tion  by  mortgagor. 

'The  mortgagor  shall  certify  to  the 
Commissioner  as  to  each  of  the  following 
points: 

(a)  That  neither  he,  nor  anyone  au¬ 
thorized  to  act  for  him,  will  refuse  to  sell 
or  rent,  after  the  making  of  a  bona  fide 
offer,  or  refuse  to  negotiate  for  the  sale 


or  rental  of,  or  otherwise  make  unavail¬ 
able  or  deny  the  dwelling  or  pror>erty 
covered  by  the  mortgage  to  any  person 
because  of  race,  color,  religion,  or  na¬ 
tional  origin. 

(b)  That  any  restrictive  covenant  on 
such  property  relating  to  race,  color,  reli¬ 
gion,  or  national  origin  is  recogniz^  as 
being  illegal  and  void  and  is  hereby 
specifically  disclaimed. 

(c)  That  civil  action  for  preventative 
relief  may  be  brought  by  the  Attorney 
General  in  any  appropriate  U.S.  Dis¬ 
trict  Court  against  any  person  responsi¬ 
ble  for  a  violation  of  this  certification. 

§  203.31  Owner-orcupnnry  in  military 
service  cases. 

Any  mortgage  otherwise  eligible  for 
insurance  under  any  of  the  provisions  of 
this  part  may  be  insured  without  regard 
to  any  requirement  contained  in  this  part 
that  the  mortgagor  be  the  occupant  of 
the  property  at  the  time  of  insurance, 
where  the  Commissioner  is  satisfied  that 
the  inability  of  the  mortgagor  to  occupy 
the  property  is  by  reason  of  his  entry  into 
military  service  subsequent  to  the  filing 
of  an  application  for  insurance  and  the 
mortgagor  expresses  an  intent  (in  such 
form  as  may  be  prescribed  by  the  Com¬ 
missioner)  ,  to  occupy  the  property  upon 
his  discharge  from  military  service. 

Eligible  Mortgagors 
§  203.32  Mortgage  lien. 

A  mortgagor  must  establish  that  after 
the  mortgage  offered  for  insurance  has 
been  recorded,  the  mortgaged  property 
will  be  free  and  clear  of  all  liens  other 
than  such  mortgage  and  that  there  will 
not  be  outstanding  any  other  unpaid 
obligation  contracted  in  connection  with 
the  mortgage  transaction  or  the  purchase 
of  the  mortgaged  property,  except  obliga¬ 
tions  which  are  secured  by  property  or 
collateral  owned  by  the  mortgagor  in¬ 
dependently  of  the  mortgaged  property. 

§  203.33  Relationship  of  income  to 
mortgage  payments. 

A  mortgagor  must  establish  that  the 
periodic  pasunents  required  in  the  mort¬ 
gage  submitted  for  insurance  bear  a 
proper  relation  to  his  present  and  antici¬ 
pated  income  and  expenses. 

§  203.34  Credit  standing. 

A  mortgagor  must  have  a  general 
credit  standing  satisfactory  to  the  Com¬ 
missioner. 

§  203.36  Certificate  and  contract  re¬ 
garding  use  of  dwelling  for  transient 
or  hotel  purposes. 

A  mortgagor  under  a  mortgage  cover¬ 
ing  two-,  three-,  or  four-family  dwell¬ 
ings,  or  a  single-family  dwelling  which 
is  one  of  a  group  of  5  or  more  single¬ 
family  dwellings  held  by  the  same 
mortgagor,  must  certify  under  oath 
that  until  the  mortgage  has  been  paid  in 
full,  or  the  contract  of  insurance  other¬ 
wise  terminated,  the  mortgagor  will  not 
rent,  permit  the  rental  or  permit  the 
offering  for  rental  of  the  housing,  or  any 
part  thereof,  covered  by  such  mortgage, 
for  transient  or  hotel  purposes.  The 
mortgagor  shall  further  execute  a  con¬ 
tract  with  the  Commissioner  providing 
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that  so  long  as  the  said  mortgage  Is  in¬ 
sured  he  will  not  rent  such  housing,  or 
any  part  thereof,  for  transient  or  hotel 
piuposes  as  such  purposes  are  defined  in 
S  203.16. 

Eligible  Properties 
§  203.37  Nature  of  title  to  realty. 

A  mortgage  to  be  eligible  for  insurance 
must  be  on  real  estate  held  in  fee  simple, 
or  on  leasehold  under  a  lease  for  not  less 
than  99  years  which  is  renewable,  or  un¬ 
der  a  lease  with  a  period  of  not  less  than 
60  years  to  run  from  the  date  the  mort¬ 
gage  is  executed. 

§  203.38  Location  of  dwelling. 

At  the  time  a  mortgage  is  Insured  there 
must  be  located  on  the  mortgaged  prop¬ 
erty  a  dwelling  unit  designed  principsdly 
for  residential  use  for  not  more  than  four 
families.  Such  unit  may  be  connected 
with  ottier  dwellings  by  a  party  wall  or 
otherwise.' 

§  203.39  Standards  for  buildings. 

The  buildings  on  tlie  mortgaged  prop¬ 
erty  must  conform  with  the  standards 
prescribed  by  the  Commissioner. 

§  203.40  Location  of  property. 

The  mortgaged  property,  if  otherwise 
acceptable  to  the  Commissioner,  may  be 
located  in  any  community  where  the 
hou^g  standards  meet  the  requirements 
of  the  Commissioner. 

§  203.42  Rental  properties. 

(a)  A  mortgage  on  property  upon 
which  there  is  a  dwelling  to  be  rented 
by  the  mortgagor  shall  not  be  eligible  for 
insurance  if  said  property  is  a  part  of,  or 
adjacent  or  contiguous  to  a  project,  sub¬ 
division  or  group  of  similar  rentsil  prop¬ 
erties  which  Involve  twelve  or  more 
dwelling  units  if  the  mortgagor  has  any 
financial  interest  in  said  properties: 

Provided,  That  with  respect  to  applica¬ 
tions  received  by  the  Commissioner  on  or 
after  August  31,  1955,  the  number  of 
dwelling  units  referred  to  in  this  para¬ 
graph  shall  be  reduced  to  eight. 

(b)  No  two-,  three-,  or  four-family 
dwelling  nor  single-family  dwelling,  if 
it  is  a  part  of  a  group  of  five  or  more 
single-family  dwellings  held  by  the  same 
mortgagor  or  any  part  or  unit  thereof, 
shall  be  rented  or  offered  for  rent  for 
transient  or  hotel  purposes,  as  defined  in 
S  203.16,  so  long  as  such  dwelling  is  sub¬ 
ject  to  any  Insured  mortgage. 

§  203.43  Eligibility  of  miscellaneous 
type  mortgages. 

(a)  A  mortgage  which  meets  the  re¬ 
quirements  of  this  subpart,  except  as 
modified  by  this  section,  shall  be  eligible 
for  insurance  under  this  subpart  subject 
to  compliance  with  the  additional  re¬ 
quirements  of  this  section. 

(b)  The  mortgage  may  be  accepted 
for  Insurance  if — 

(1)  Executed  in  connection  with  the 
sale  by  the  Government,  or  any  agency 
or  official  thereof,  of  any  housing  ac¬ 
quired  or  constructed  imder  Public 
Law  849,  Seventy-sixth  Congress,  as 
amended;  Public  Law  781,  Seventy-sixth 
Congress,  as  amended;  or  Public  Laws  9, 
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73  or  353,  Seventy-seventh  Congress,  as 
amended  (including  any  property  ac¬ 
quired,  held  or  constructed  in  connection 
with  such  housing  or  to  serve  the  inhab¬ 
itants  thereof) ;  or 

(2)  Executed  in  connection  with  the 
sale  by  the  Public  Housing  Administra¬ 
tion,  or  by  any  public  housing  agency 
with  the  approval  of  the  said  Adminis¬ 
tration,  or  any  housing  (including  any 
property  acquired,  held  or  constructed  in 
comiectlon  ^th  such  housing  or  to  serve 
the  inhabitants  thereof)  owned  or  fi¬ 
nancially  assisted  pursuant  to  the  provi¬ 
sions  of  Public  Law  671,  Seventy-sixth 
Congress;  or 

(3)  Executed  in  connection  with  the 
sale  by  the  Government,  or  any  agency 
or  official  thereof,  or  any  of  the  so-called 
Greenbelt  towns,  or  parts  thereof,  in¬ 
cluding  projects,  or  parts  thereof,  known 
as  Greenhills,  Ohio;  Greenbelt,  Mary¬ 
land;  and  Greendale,  Wisconsin,  devel¬ 
oped  under  the  Emergency  Relief  Appro¬ 
priation  Act  of  1935;  or  of  any  of  the 
village  properties  or  employee’s  housing 
under  Uie  jurisdiction  of  the  Tennessee 
Valley  Authority;  or  of  any  housing  un¬ 
der  the  jurisdiction  of  the  Department 
of  the  Interior  located  within  the  town 
area  of  Coulee  Dam,  Washington,  ac¬ 
quired  by  the  United  States  for  the  con¬ 
struction,  operation,  and  maintenance  of 
Grand  Coulee  Dam  and  its  appurtenant 
works  or  of  any  permanent  housing  im¬ 
der  the  jurisdiction  of  the  Department  of 
the  Interior  constructed  under  the  Boul¬ 
der  Canyon  Project  Act  of  December  21, 
1928,  as  amended  and  supplemented,  lo¬ 
cated  within  the  Boulder  City  municipal 
area;  or 

(4)  Executed  in  connection  with  the 
sale  by  the  Government,  or  any  agency 
or  official  thereof,  of  any  housing  (in¬ 
cluding  any  property  acquired,  held,  or 
constructed  in  connection  therewith  or 
to  serve  the  inhabitants  thereof)  pursu¬ 
ant  to  the  Atomic  Energy  Conununlty 
Act  of  1955,  as  amended:  Provided.  That 
such  insurance  shall  be  Issued  without 
regard  to  any  preferences  or  priorities 
except  those  prescribed  by  the  National 
Housing  Act  or  the  Atomic  Energy  Com¬ 
munity  Act  of  1955,  as  amended;  or 

(5)  Executed  in  connection  with  the 
sale  by  a  State  or  municipality,  or  an 
agency,  instrumentality,  or  political  sub¬ 
division  of  either,  of  a  project  consisting 
of  any  permanent  housing  (including  any 
property  acquired,  held  or  constructed 
in  connection  therewith  or  to  serve  the 
inhabitants  thereof),  constructed  by  or 
on  behalf  of  such  State,  municipality, 
agency,  instrumentality  or  political  sub¬ 
division.  for  the  occupancy  of  veterans 
(as  defined  in  9  203.12)  their  families 
and  others:  Provided,  That  the  principal 
obligation  of  a  mortgage  referred  to  in 
this  subparagraph  shall  not  exceed  90 
percent  of  the  appraised  value  of  the 
mortgaged  property;  or 

(6)  Executed  in  connection  with  tho 
first  resale,  within  two  years  from  the 
date  of  its  acquisition  from  the  Govern¬ 
ment,  of  any  portion  of  a  project  or 
property  of  the  character  described  in 
subparagraphs  (1),  (2),  (3),  and  (4) 
of  this  paragraph;  or 
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(7)  Given  to  refinance  an  existing 
mortgage  which  is  insured  under  the  act. 
The  amount  of  the  refinancing  mortgage 
shall  not  exceed  the  original  principal 
amount  of  the  existing  mortgage.  It 
shall  have  a  maturity  limited  to  the  im- 
explred  term  of  the  existing  mortgage. 

(c)-(f)  [Reserved] 

(g)  The  provisions  of  9  203.28  shall 
not  apply  to  mortgages  Insured  under 
this  section. 

(h)  The  provisions  of  9  203.38  shall 
not  apply  to  mortgages  of  the  character 
descril^d  in  paragraph  (b)  of  this  sec¬ 
tion  and  at  the  time  any  such  mortgage 
is  insured  there  must  be  located  on  the 
mortgaged  property  a  dwelling  unit 
desfgned  principally  for  residential  use 
for  not  more  than  eight  families. 

(i)  [Reserved! 

(j)  Notwithstanding  the  provisions  of 
9  203.12(a) ,  In  connection  with  mort¬ 
gages  on  properties  located  within  the 
Boulder  City  municipal  areas  as  provided 
in  subparagraph  (3)  and  mortgages  of 
the  character  described  in  subparagraph 
(4)  of  paragraph  (b),  applications  for 
commitments  shall  be  accompanied  by 
the  mortgagee’s  check  for  the  sum  of 
$10  to  cover  the  cost  of  processing  by  the 
Commissioner.  If  an  application  la  re¬ 
fused  as  a  result  of  preliminary  examina¬ 
tion  by  the  Commissioner,  or  in  such 
other  instances  as  the  Commissioner  may 
determine,  the  entire  fee  will  be  returned 
to  the  applicant. 

(k)  ’The  Commissioner  may  Insure 
imder  this  part,  without  regard  to  any 
limitation  upon  eligibility  contained  in 
this  subpart,  any  mortgage  assigned  to 
him  in  connection  with  payment  under  a 
contract  of  mortgage  Insurance,  or  ex¬ 
ecuted  in  connection  with  a  sale  by  him 
of  any  property  acquired  in  the  settle¬ 
ment  of  an  Insurance  claim  under  any 
section  or  title  of  the  Act. 

§  203.43a  Eligibility  of  mortgage*  eov- 
rring  honsing  in  certain  neighbor¬ 
hoods. 

(a)  A  mortgage  financing  the  repair, 
rehabilitation,  construction,  or  purchase 
of  property  located  In  an  older  declin¬ 
ing  urban  area  shall  be  eligible  for  in¬ 
surance  under  this  subpart  subject  to 
compliance  with  the  additional  require¬ 
ments  of  this  section. 

(b)  ’The  mortgage  shall  meet  all  of  the 
requirements  of  this  subpart,  except  such 
requirements  as  are  judged  to  be  not 
applicable  on  the  basis  of  the  following 
determinations  to  be  made  by  tho 
Commissioner: 

(l)  That  the  conditions  of  the  area 
in  which  the  property  is  located  pre¬ 
vent  the  application  of  certain  eligibility 
requirements  of  this  subpart. 

(2)  That  the  area  is  reasonably  viable, 
and  there  is  a  need  in  the  area  for  ade¬ 
quate  housing  for  families  of  low  and 
moderate  Income. 

(3)  'That  the  mortgage  to  be  Insured 
is  an  acceptable  risk. 

(c)  Mortgages  complying  with  the  re¬ 
quirements  of  this  section  shall  be  in¬ 
sured  under  this  subpart  pursuant  to 
section  223(e)  of  the  National  Hou.slnrr 
Act.  Such  mortgages  shall  be  Insured  un¬ 
der  and  be  the  obligation  of  the  Special 
Risk  Insurance  Fund. 
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§  203.43b  Eligibility  of  mortgages  cov¬ 
ering  bousing  intended  for  seasonal 
occupancy. 

(a)  A  mortgage  covering  a  family  res¬ 
idence  designed  for  seasonal  (rather  than 
year-round)  occupancy  shall  be  eligible 
for  insurance  if  the  following  additional 
requirements  are  met: 

(1)  The  mortgage  shall  cover  a  single¬ 
family  dw'elling,  approved  for  insurance 
prior  to  the  beginning  of  construction, 
which  is  to  be  occupied  by  the  mortgagor. 

(2)  The  dw’elling  shall  meet  such  mini¬ 
mum  standards  as  the  Secretary  may 
prescribe  for  dwellings  for  seasonal  use. 

(3)  The  dwelling  shall  be  located  in  an 
area  where  the  Secretary  finds  it  is  not 
practicable  to  obtain  conformity  with 
standards  prescribed  for  mortgage  in¬ 
surance  in  urban  areas. 

(4)  The  mortgage  shall  be  an  accept¬ 
able  risk,  giving  consideration  to  the  eco¬ 
nomic  potential  of  the  area  in  which  the 
dwelling  is  located  and  the  contribution 
that  the  housing  will  make  to  the  area. 

(5)  The  mortgage  shall  cover  a  dwell¬ 
ing  on  property  that  is  being  developed 
in  a  maimer  consistent  with  the  conser¬ 
vation  of  the  natural  resources  of  the 
area  in  which  the  property  is  located. 

(b)  The  Secretary  may  suspend  the 
issuance  of  commitments  for  mortgage 
insurance  under  this  section  for  such 
areas  as  he  may  designate  if  he  makes 
the  following  determinations: 

(1)  There  is  a  serious  and  unusual 
shortage  of  mortgage  fimds  for  residen¬ 
tial  construction  in  the  designated  area. 

(2)  Insurance  of  mortgages  on  prop¬ 
erties  intended  for  seasonal  occupancy 
would  materially  and  adversely  affect  the 
availability  of  mortgage  funds  for  resi¬ 
dential  construction  in  the  designated 
area. 

(3)  Such  suspension  would  not  have 
an  adverse  effect  on  the  balanced 
economic  development  of  the  designated 
area. 

Open-End  Advances 

§  203.44  Eligibility  of  open-end  ad¬ 
vances. 

Any  approved  mortgagee  may  make 
advances,  referred  to  in  this  subpart 
as  “open-end”  advances,  in  connection 
with  the  mortgages  previously  insured 
under  this  subchapter  or  insured  after 
the  ^ective  date  of  this  subpart,  subject 
to  compliance  with  the  requirements  of 
this  section. 

(a)  nie  proceeds  of  any  open-end  ad¬ 
vance  must  be  used  for  the  purpose  of 
Improvements  or  repairs  which  in  the 
Commissioner’s  discretion  substantially 
protect  or  Improve  the  basic  livability  or 
utility  of  the  property  Involved.  The 
proceeds  of  such  advances  shall  not  be 
used  for  the  purpose  of  financing  obli¬ 
gations  previously  incurred  for  such  re¬ 
pairs  or  improvements. 

(b)  The  mortgagee  shall  submit  an 
application  for  insurance  of  open-end 
advances  upon  a  standard  form  pre¬ 
scribed  by  the  Commissioner. 

(c)  Applications  filed  must  be  accom¬ 
panied  by  the  mortgagee’s  remittance 
for  the  sum  of  $10  for  processing  of  the 
application.  If  an  application  is  refused 
as  a  result  of  preliminary  examination 
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by  the  Commissioner  or  in  such  other 
Instances  as  the  Commissioner  may  de¬ 
termine  the  entire  fee  will  be  returned 
to  the  applicant.  A  cc»nmltment  ex¬ 
tension  fee  of  $10  shall  be  remitted  by 
the  mortgagee  with  a  request  for  ex¬ 
tending  an  outstanding  commitment  or 
for  reopening  and  extending  an  expired 
commitment  within  two  months  after 
such  expiration. 

(d)  In  addition  to  the  application  fee 
required  by  paragraph  (c)  of  this  sec¬ 
tion,  the  mortgagee  may  charge  the 
mortgagor  a  fee  not  to  exceed  $25  or  1 
percent  of  the  open-end  advance,  which¬ 
ever  is  the  lesser,  and  the  amount  of  out- 
of-pocket  expenditures  made  by  tiie 
mortgagee  for  customary  costs  of  title 
search  and  recording  fees.  The  mort¬ 
gagee  may  require  the  mortgagor  to  pay 
to  the  mortgagee  all  charges  permitted 
under  this  section  on  or  prior  to  the  date 
of  final  disbursement  of  the  open-end 
advance,  together  with  a  sum  sufficient  to 
pay  the  initial  insurance  charge  provided 
for  in  i  203.307.  No  portion  of  such 
charges  may  be  included  in  the  princli^ 
amount  of  the  open-end  advance. 

(e)  Upon  approval  of  an  application, 
acceptance  of  the  advance  for  insurance 
will  be  evidenced  by  the  issuance  of  a 
commitment  setting  forth,  upon  a  form 
prescribed  by  the  Commissioner,  the 
terms  and  conditions  upon  which  the 
advance  will  be  insured. 

(f )  ’The  amoimt  of  such  advance  shall 
be  added  to  the  unpaid  principal  obliga¬ 
tion  of  the  mortgage,  whereupon  the  ag¬ 
gregate  of  the  original  unpaid  principal 
and  the  amount  of  the  open-end  advance 
shall 

(1)  Bear  Interest  at  the  rate  provided 
in  such  mortgage,  payable  in  monthly 
Installments  on  the  principal  then  out¬ 
standing; 

(2)  Be  payable  in  substantially  equal 
monthly  payments  in  an  amount  suffi¬ 
cient  to  amortize  the  aggregate  principal 
amount  within  the  remaining  original 
term  of  the  mortgage. 

(g)  The  amount  of  any  such  advance 
(computed  in  even  dollar  amounts)  when 
added  to  the  unpaid  balance  of  the  orig¬ 
inal  principal  obligation  of  the  mortgage 
shall  not  exceed  the  original  principal 
obligation  of  the  mortgage:  Provided, 
That  if  the  mortgagor  certifies  that  the 
proceeds  of  such  open-end  advance  will 
be  used  to  finance  ^e  construction  of  an 
additional  room  or  rooms  or  other  addi¬ 
tional  enclosed  space  as  a  part  of  the 
dwelling,  the  aggregate  amount  of  the 
unpaid  balance  of  the  original  principal 
obligation,  plus  the  amount  of  the  open- 
end  advance,  may  exceed  the  amount  of 
the  original  principal  obligation  of  the 
mortgage,  but  in  no  event  shall  such  ag¬ 
gregate  amoimt  exceed  the  maximum 
amounts  prescribed  by  the  limitations  of 
S  203.18  or  §  203.43. 

(h)  A  mortgagee  may  amend  or  mod¬ 
ify  any  approved  FHA  mortgage  form 
by  adding  such  provisions  as  it  deems 
necessary  for  the  purpose  of  making 
open-end  advances,  by  any  rider  or  mod¬ 
ification  agreement  which  is  valid  and 
enforceable  in  the  Jurisdiction  in  which 
the  property  covered  by  the  mortgage  is 
located,  provided  such  rider  or  modifica¬ 


tion  agreement  retains  in  the  mortgagee 
the  right  to  approve  or  disapprove  addi¬ 
tional  advances  on  such  terms  and  con¬ 
ditions  as  the  mortgagee  may  prescribe. 
The  mortgagee  will  have  the  sole  re¬ 
sponsibility  for  determining  that  any 
mortgage  amended  by  an  “open-end” 
rider  or  modification  agreement  will  be 
a  valid  and  enforceable  instrument  and 
will  constitute  a  valid  first  lien  on  the 
property  upon  which  the  Commissioner 
based  his  valuation. 

Insured  Home  Improvement  Loans 
§  203.50  Definitions. 

As  used  in  S§  203.50  et  seq.  the  term: 

(a)  “Act”  means  the  National  Hous¬ 
ing  Act,  as  amended. 

(b)  “Commissioner”  means  the  Fed¬ 
eral  Housing  Commissioner  or  hJs  au¬ 
thorized  representative. 

(c)  “Loan”  means  an  advance  of 
funds  or  credit  evidenced  by  a  note  se¬ 
cured  by  a  security  instrument. 

(d)  “Note”  means  a  note  or  other  evi¬ 
dence  of  indebtedness  executed,  upon  a 
form  approved  by  the  Commissioner,  for 
use  in  the  Jurisdiction  where  the  loan  is 
disbursed. 

(e)  “Outstanding  indebtedness  relat¬ 
ing  to  the  property”  means  the  total 
outstanding  amount  of  unsecured  obli¬ 
gations  of  the  borrower  incurred  in  con¬ 
nection  with  improving,  repairing  or 
maintaining  the  property  and  outstsmd- 
ing  mortgages  or  obligations  constituting 
liens  on  the  title  to  the  property  to  be 
improved. 

(f)  “Lender”  means  an  approved 
financial  Institution  eligible  for  insur¬ 
ance  under  section  203  (k)  of  the  Act  that 
is  the  holder  of  an  insured  loan  or  the 
holder  of  a  loan  presented  for  insurance. 

§  203.51  Eligible  lenders. 

Lenders  meeting  the  applicable  eligi¬ 
bility  qualifications  and  requirements 
contained  in  §§  203.1-203.4  and  203.6 
shall  be  eligible  for  insurance  of  home 
improvement  loans  under  SS  203.50  et 
seq. 

§  203.52  Withdrawal  of  approval. 

(a)  Approval  of  a  lender  shall  be  con¬ 
sidered  as  withdrawn  where  the  Com¬ 
missioner  notifies  the  lender  of  a  with¬ 
drawal  of  its  approval  as  a  mortgagee 
under  Title  H  of  the  Act. 

(b)  Withdrawal  of  approval  of  a 
lender  shall  not  affect  the  insurance  on 
loans  accepted  for  Insurance. 

§  203.53  Financial  statements. 

’The  lender  shall  at  any  time  upon  re¬ 
quest  furnish  the  Commissioner  with  a 
copy  of  its  latest  periodic  financial  state¬ 
ment  or  report. 

§  203.54  Loan  servicing. 

The  lender  shall  service  insured  loans 
in  accordance  with  acceptable  loan  prac¬ 
tices  of  prudent  lending  institutions.  In 
the  event  of  default,  the  lender  shall  be 
able  to  contact  the  borrower  and  other¬ 
wise  exercise  diligence  in  collecting  the 
amounts  due.  The  holder  of  the  loan 
shall  be  responsible  to  the  Commissioner 
for  proper  servicing,  even  though  the  ac- 
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tual  servicing  may  be  performed  by  an 
agent  of  the  holder. 

§  203.55  Form  of  application. 

The  application  shall  be  made  on  a 
form  prescribed  by  the  Commissioner. 

§  203.60  Application  and  commitment 
extension  fees. 

(a)  Application  fee — (1)  Amount  of 
fee.  The  lender  shall  pay  an  application 
fee  of  $20  to  cover  the  cost  of  processing. 

(2)  Time  of  fee  payment.  The  appli¬ 
cation  fee  shall  be  due  and  payable  by 
the  lender  uix)n  receipt  from  the  FHA 
of  a  monthly  statement  covering  the 
related  transactions. 

(3)  Credit  for  fee  previously  charged. 
A  credit  may  be  allowed  the  lender  for 
an  application  fee  previously  charged 
under  such  conditions  as  the  Commis¬ 
sioner  prescribes. 

(4)  Fee  not  required.  A  lender  shall 
not  be  required  to  pay  an  application  fee 
where  the  application  is  not  accepted  for 
processing. 

(b)  Committment  extension  fee — (1) 
Amount  of  fee.  The  lender  shall  pay  a 
commitment  extension  fee  of  $20  for  ex¬ 
tending  an  outstanding  commitment  or 
for  reopening  and  extending  an  expired 
commitment  with  two  months  after 
such  expiration. 

(2)  Time  of  fee  payment.  The  com¬ 
mitment  extension  fee  shall  be  due  and 
payable  by  the  lender  upon  receipt  from 
the  FHA  of  a  monthly  statement  cover¬ 
ing  the  related  transactions. 

(3)  Credit  for  fee  previously  charged. 
A  credit  may  be  allowed  the  lender  for 
a  commitment  extension  fee  previously 
charged  under  such  conditions  as  the 
Commissioner  prescribes. 

§  203.61  Issuance  of  commitment. 

Upon  approval  of  an  application,  the 
Commissioner  shall  issue  a  commitment 
setting  forth  the  terms  and  conditions 
upon  which  the  loan  will  be  insured,  in¬ 
cluding  the  extent  and  nature  of  the 
security  required  for  the  loan. 

§  203.62  Note  and  security  form. 

The  lender  shall  present  for  insurance 
a  note  and  security  instrument  on  forms 
approved  by  the  Commissioner  for  use 
in  the  jurisdiction  in  which  the  property, 
covered  by  the  security  instrument,  is 
situated. 

§  203.63  Disbursement  of  proceeds. 

Prior  to  endorsement,  the  entire  prin¬ 
cipal  amount  of  the  loan  shall  have 
been  disbursed  to  the  borrower  or  to  his 
creditors  for  his  account  and  with  his 
consent. 

§  203.64  Ix>an  multiples. 

The  loan  shall  involve  a  principal  ob¬ 
ligation  in  multiples  of  $50. 

§  203.65  Loan  payments. 

The  loan  payment  shall  come  due  on 
the  first  of  the  month. 

§  203.70  Maturity  of  loan. 

The  loan  shall  have  a  maturity  satis¬ 
factory  to  the  Commissioner  not  less 
than  5  nor  more  than  20  years  from  the 


date  of  the  beginning  of  amortization  or 
three-quarters  of  the  Commissioner’s 
estimate  of  the  remaining  economic  life 
of  the  structure,  whichever  is  the  lesser. 

§  203.71  I.oan  amortization  period. 

The  loan  shall  have  an  amortization  of 
either  5,  7,  10,  12.  15,  17,  or  20  years  by 
providing  for  either  60,  84,  120,  144,  180, 
204,  or  240  monthly  amortization  pay¬ 
ments. 

§  203.72  Beginning  of  payments. 

The  loan  shall  provide  for  payments  to 
interest  and  principal  to  begin  not  later 
thEUi  the  first  day  of  the  month  follow¬ 
ing  60  days  from  the  date  the  lender’s 
certificate  on  the  commitment  was 
executed. 

§  203.73  Maximum  loan  amounts. 

(a)  The  loan  shall  not  exceed: 

(1)  The  Commissioner’s  estimate  of 
the  cost  of  improvements  or  $12,000  per 
family  unit,  whichever  is  the  lesser;  or 

(2)  An  amoimt  which,  when  added  to 
any  outstanding  indebtedness  related  to 
the  property,  creates  a  total  outstanding 
indebtedness  which  does  not  exceed  the 
limits  prescribed  in  §  203.18  for  mort¬ 
gages  on  properties  of  the  same  type 
other  than  new  construction;  or 

(3)  Where  the  proceeds  are  to  be  used 
for  the  purposes  Indicated  in  §  203.82 
(a)(2).  an  amount  which  when  added 
to  the  aggregate  principal  balance  of  any 
outstanding  insured  home  improvement 
loans  which  were  obtained  for  the  pur¬ 
poses  indicated  in  §  203.82(a)  (2) ,  creates 
an  aggregate  indebtedness  for  such  pur¬ 
poses  of  not  to  exceed  $12,000. 

(b)  In  any  geographical  area  where 
the  Commissioner  finds  cost  levels  so  re¬ 
quire,  he  may  Increase  by  not  to  exceed 
45  percent  the  $12,000  per  family  unit 
limitation  set  forth  in  paragraphs  (a) 

(1)  and  (3)  of  this  section. 

§  203.74  Maximum  interest  rate. 

(a)  The  loan  shall  bear  interest  at  the 
rate  agreed  upon  by  the  lender  and  the 
borrower,  which  rate  shall  not  exceed  7 
percent,  except  that  where  an  application 
for  commitment  was  received  by  the  Sec¬ 
retary  before  February  18,  1971,  the 
mortgage  may  bear  interest  at  the  maxi¬ 
mum  rate  in  effect  at  the  time  of  receipt 
of  the  application. 

(b)  Interest  shall  be  payable  in 
monthly  installments  on  the  principal 
then  outstanding. 

§  203.75  Amortization  provisions. 

The  loan  shall  contain  complete  amor¬ 
tization  provisions  satisfactory  to  the 
Commissioner,  requiring  monthly  pay¬ 
ments  by  the  borrower  not  in  excess  of 
his  reasonable  ability  to  pay  as  deter¬ 
mined  by  the  Commissioner.  The  sum 
of  the  principal  and  Interest  payments 
In  each  month  shall  be  substantially  the 
same. 

§  203.80  Payment  of  insurance  pre¬ 
miums  or  charges. 

(a)  The  security  Instniment  shall 
provide  for  monthly  payments  by  the 
borrower  to  the  lender  of  an  amount 
equal  to  one-twelfth  of  the  annual  in¬ 


surance  premium  payable  by  the  lender 
to  the  Commissioner.  Such  payments 
shall  continue  only  so  long  as  the  con¬ 
tract  of  insurance  shall  remain  in  effect. 

(b)  The  loan  shall  contain  a  provi¬ 
sion  permitting  the  loan  to  be  prepaid 
in  whole  or  in  part  upon  any  Interest 
payment  date  after  giving  the  lender 
30  days  advance  written  notice.  No  pen¬ 
alty  or  charge  shall  be  imposed  by  the 
lender  on  account  of  such  prepayment. 

§  203.81  Application  of  payments. 

(a)  All  monthly  payments  to  be  made 
by  the  borrower  to  the  lender  shall  be 
added  together  and  the  aggregate 
amount  thereof  shall  be  paid  by  the  bor¬ 
rower  each  month  in  a  single  payment. 
’The  lender  shall  apply  the  same  to  the 
following  items  in  the  order  set  forth: 

(1)  Premium  charges  under  the  con¬ 
tract  of  Insurance; 

(2)  Interest  on  the  loan;  and 

(3)  Amortization  of  the  principal  of 
the  loan. 

(b)  Any  deficiency  in  the  amoimt  of 
any  such  aggregate  monthly  payment 
shall,  unless  made  good  by  the  borrower 
prior  to,  or  on,  the  due  date  of  the  next 
such  payment,  constitute  an  event  of 
default  imder  the  loan. 

§  203.82  Use  of  proceeds. 

fa)  The  proceeds  of  the  loan  shall  be 
used  only  for  the  following  purposes: 

(1)  To  finance  Improvements  that  re¬ 
sult  in  or  are  m  connection  with  the 
conservation,  repair,  restoration  or  re¬ 
furbishing  of  the  basic  livability  or  utility 
of  an  existing  structure,  including  the 
property  on  which  the  structure  is  lo¬ 
cate.  or  in  the  conversion,  alteration, 
enlargement,  remodeling,  or  expansion  of 
such  structure,  including  a  change  in  the 
living  accommodations  or  the  number  of 
family  dwelling  units  located  therein. 

(2)  The  pay  that  part  of  the  cost  of  the 
construction  or  installation  of  sidewalks, 
curbs,  gutters,  street  paving,  street  lights, 
sewers,  or  other  public  improvements,  ad- 
jacent  to  or  in  the  vicinity  of  the  bor¬ 
rower’s  property,  which  Is  assessed 
against  the  borrower  or  for  which  he  is 
otherwise  legally  liable  as  the  property 
owner. 

(b)  No  loan  proceeds  shall  be  used  to 
finance  hidlvldual  equipment  items  ex¬ 
cept  those  relating  to  heating,  ventilat¬ 
ing  or  plumbing  or  those  items  de¬ 
termined  by  the  Commissioner  to  be 
necessary  Eind  incident  to  improvements 
as  outlined  in  paragraph  (a)  of  this 
section. 

(c)  The  structure  in  connection  with 
which  the  improvements  are  to  be  made 
shall: 

(1)  Constitute  a  structure  which  is 
used  or  will  be  used  upon  completion  of 
the  Improvements,  primarily  for  resi¬ 
dential  purposes  by  not  more  than  four 
families;,  and 

(2)  Have  been  constructed  not  less 
than  ten  years  prior  to  the  date  of  the 
application  for  commitment  unless,  as 
determined  by  the  Commissioner,  the 
proceeds  of  the  loan  are  or  will  be  used 
primarily  for  major  structural  improve¬ 
ments,  or  to  correct  defects  which  are 
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not  known  at  the  time  of  the  completion 
of  the  structure  or  which  were  caused 
by  lire,  flood,  windstorm  or  other 
casualty. 

§  203.83  Nature  of  borrower's  owner¬ 
ship. 

To  be  eligible  for  Insurance,  the  prop¬ 
erty  to  be  Improved  shall  be  owned  by 
the  borrower,  or  be  leased  by  the  bor¬ 
rower  under  a  lease  for  not  less  than  99 
years  which  Is  renewable,  or  be  imder 
a  lease  with  an  expiration  date  in  excess 
of  10  years  later  than  the  maturity  date 
of  the  loan. 

§  203.86  Credit  standing. 

Hie  borrower  shall  have  a  general 
credit  standing  satisfactory  to  the  Com¬ 
missioner. 

§  203.90  Relationship  of  income  to  loan 
payments. 

The  borrower  shall  establish  that  the 
periodic  pa3mients  required  In  the  loan 
submitted  for  insurance  bear  a  proper 
relation  to  his  present  and  anticipated 
income  and  expenses. 

§  203.91  Certification  as  to  outstanding 
indebtedness  relating  to  the  property. 

The  loan  application  shall  be  accom¬ 
panied  by  a  certificate  by  the  borrower, 
on  a  form  prescribed  by  the  Commis¬ 
sioner  setting  forth  the  total  amount  of 
outstanding  Indebtedness  relating  to  the 
property. 

§  203.92  Certificate  of  noiiiliscrimiiia- 
tion  by  borrower. 

The  borrower  shall  certify  to  the  Com¬ 
missioner  as  to  each  of  the  following 
points; 

(a)  That  neither  he,  nor  anyone  au¬ 
thorized  to  act  for  him.  will  refuse  to  sell 
or  rent,  after  the  making  of  a  bona  fide 
offer,  or  refuse  to  negotiate  for  the  sale 
or  rental  of,  or  otherwise  make  imavail- 
able  or  deny  the  dwelling  or  property 
covered  by  the  loan  to  any  person  bemuse 
of  race,  color,  religion,  or  national  origin. 

(b)  That  any  restrictive  covenant  on 
such  property  relating  to  race,  color,  reli¬ 
gion,  or  national  origin  is  recognized  as 
being  illegal  and  void  and  Is  hereby  spe¬ 
cifically  disclaimed. 

(c)  That  civil  action  for  preventative 
relief  may  be  brought  by  the  Attorney 
General  in  any  appropriate  U.S.  District 
Court  against  any  person  responsible  for 
a  violation  of  this  certification. 

§  203.93  Certificate  and  contract  regard¬ 
ing  use  of  dwelling  for  transient  or 
hotel  purposes. 

An  application  filed  with  respect  to 
insurance  of  a  loan  on  a  two-,  three-,  or 
four-family  dwelling,  or  a  single-family 
dwelling  which  Is  one  of  a  group  of  5 
or  more  single-family  dwellings  held  by 
the  same  borrower,  shall  be  accompanied 
by  a  contract  In  form  satisfactory  to 
the  Commissioner  signed  by  the  pro¬ 
posed  borrower  agreeing  that  so  long  as 
the  loan  is  Insured  by  the  Commissioner 
the  borrower  will  not  rent  the  housing 
^  or  any  part  thereof  covered  by  the  loan 


for  transient  or  hotel  purposes,  together 
with  the  borrower’s  certification  imder 
oath  that  the  housing  or  any  part 
thereof  covered  by  the  proposed  loan  will 
not  be  rented  for  transient  or  hotel  pur¬ 
poses.  For  the  purpose  of  Si  203.50  et 
seq.  rental  for  transient  or  hotel  pur¬ 
poses  shall  mean  (a)  rental  for  any  pe¬ 
riod  less  than  30  days  or  (b)  any  rental 
if  the  occupants  of  the  housing  accom¬ 
modations  are  provided  customary  hotel 
services  such  as  room  service  for  food 
and  beverages,  maid  service,  furnishing 
and  laundering  of  linen,  and  bellboy 
service. 

§  203.94  Acceptable  risk. 

The  loan  transaction  shall,  in  the 
opinion  of  the  Commissioner,  constitute 
an  acceptable  risk. 

§  203.95  Owner-occupancy  in  military 
service  cases. 

Any  loan  otherwise  eligible  for  in¬ 
surance  under  the  provisions  of  SS  203.50 
et  seq.,  may  be  insured  without  regard  to 
any  requirement  that  the  borrower  be 
the  occupant  of  the  property  at  toe  time 
of  Insurance,  where  the  Commissioner  is 
satisfied  that  the  inability  of  the  bor¬ 
rower  to  occupy  the  property  is  by  reason 
of  his  entry  into  military  service  sub¬ 
sequent  to  the  filing  of  an  application  for 
insurance  and  the  borrower  expresses  an 
Intent  (in  such  form  as  may  be  pre¬ 
scribed  by  toe  Commissioner) .  to  occupy 
the  property  upon  his  discharge  from 
military  service. 

§  203.100  Charges  and  fees  to  lender 
from  borrower. 

The  lender  may  collect  from  the  bor¬ 
rower  the  following  charges  and  fees: 

(a)  Application  fee.  The  application 
fee  provided  for  in  this  subchapter. 

(b)  Originating  and  closing  charge, 

(1)  A  charge  to  compensate  the  lender 
for  expenses  incurred  in  originating  and 
closing  the  loan,  toe  charge  not  to  ex¬ 
ceed  $20  or  one  percent  of  the  original 
principal  amount  of  toe  loan,  whichever 
is  greater. 

(2)  A  charge  to  compensate  toe  lender 
for  expenses  incurred  in  originating  and 
closing  toe  loan,  toe  charge  not  to  exceed 
$50  or  2^  percent  of  toe  original  princi¬ 
pal  amount  of  the  loan,  whichever  is 
greater,  where  the  lender  makes  partial 
disbursements  and  inspections  of  the 
property  during  toe  period  the  improve¬ 
ments  are  being  completed. 

(3)  The  provisions  of  subparagraph 

(2)  shall  be  applicable  only  to  commit¬ 
ments  issued  pursuant  to  applications 
filed  for  Insurance  after  October  31, 1962. 

(c)  Amounts  for  other  items.  Rea¬ 
sonable  and  customary  amounts  for  any 
of  the  following  items: 

(1)  Recording  fees  and  recording 
taxes  or  other  charges  incident  to  re¬ 
cording  security. 

(2)  Credit  report. 

(3)  Title  examination. 

(4)  Title  Insurance. 

(5)  Such  other  reasonable  and  cus¬ 
tomary  charges  or  fees  as  may  be  au¬ 
thorized  by  toe  Commissioner. 


§  203.101  Report  and  approval  of 
charges  and  fees. 

Prior  to  Insurance  of  any  loan,  toe 
lender  shall  furnish  to  the  Commissioner 
a  signed  statement  in  a  form  satisfac¬ 
tory  to  the  Commissioner  listing  any 
charges  or  fees  collected  by  toe  lender 
from  the  borrower.  The  Commissioner’s 
endorsement  of  the  note  for  Insurance 
shall  constitute  approval  of  toe  listed 
charges  or  fees. 

§  203.102  Late  charge. 

’The  loan  may  provide  for  the  collec¬ 
tion  by  the  lender  of  a  late  charge,  not 
to  exceed  2  cents  for  each  dollar  of  each 
payment  more  than  15  days  in  arrears, 
to  cover  the  extra  expense  involved  in 
handling  delinquent  payments.  Late 
charges  shall  be  separately  charged  to 
and  collected  from  the  borrower  and 
shall  not  be  deducted  from  any  aggre¬ 
gate  monthly  pasrment. 

Effective  Date 

§  203.249  Effect  of  amendments. 

’The  regulations  in  this  subpart  may  be 
amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole  or 
in  part,  but  siKh  amendment  shall  not 
adversely  affect  the  Interests  of  a  mort¬ 
gagee  or  lender  under  toe  contract  of  in¬ 
surance  on  any  mortgage  or  loan  already 
Insured  and  shall  not  adversely  affect  toe 
Interests  of  a  mortgagee  or  lender  on 
any  mortgage  or  loan  to  be  insured  on 
which  toe  Commissioner  has  made  a 
commitment  to  insure. 

Subpart  B — Contract  Rights  and 
Obligations 
Defikitions 
§  203.251  Definitions. 

As  used  in  this  subpart,  the  following 
terms  shall  have  the  meaning  Indicated: 

(a)  “Commissioner”  means  the  Fed¬ 
eral  Housing  Commissioner  or  his  au¬ 
thorized  representative. 

(b)  “Act”  means  the  National  Hous¬ 
ing  Act,  as  amended. 

(c)  “FHA”  means  the  Federal  Hous¬ 
ing  Administration. 

(d)  “Mortgage”  means  such  a  first 
Hen  upon  real  estate  as  is  commonly 
given  to  secure  advances  on,  or  the  un¬ 
paid  purchase  price  of  real  estate  under 
the  laws  of  the  jurisdiction  where  the 
real  estate  is  situated,  together  with  toe 
credit  Instruments,  if  any,  secured 
thereby. 

(e)  “Mortgagor”  means  the  original 
borrower  under  a  mortgage  and  his 
heirs,  executors,  administrators  and 
assigns. 

(f)  “Mortgagee”  means  toe  original 
lender  under  a  mortgage  and  its  suc¬ 
cessors  and  such  of  its  assigns  as  are 
approved  by  the  Commissioner. 

(g)  [Reserved] 

(h)  [Reserved] 

(1)  “Insured  mortgage”  means  a  mort¬ 
gage  which  has  been  insured  as  evidenced 
by  the  Issuance  of  a  Mortgage  Insurance 
Certificate  or  by  toe  endorsement  of  the 
credit  instrument  for  insurance  by  the 
Commissioner. 
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(j)  "Contract  of  Insurance”  means 
the  agreement  evidenced  by  the  Issuance 
of  a  Mortgage  Insurance  Certificate  or 
by  the  endorsement  of  the  Commissioner 
upon  the  credit  instrument  given  in  con¬ 
nection  with  an  insured  mortgage,  in¬ 
corporating  by  reference  the  regulations 
in  this  part  and  the  applicable  provisions 
of  the  Act. 

(k)  "MIP”  means  the  mortgage  in¬ 
surance  premium  paid  by  the  mortgagee 
to  the  Commissioner  in  consideration  of 
the  contract  of  insurance. 

(l)  “Adjusted  mortgage  insurance 
premium”  means  the  premium  paid  by 
the  mortgagee  to  the  Commissioner  in 
consideration  of  termination  of  the  con¬ 
tract  of  insurance  by  reason  of  prepay¬ 
ment  in  full  of  the  mortgage. 

(m)  “Termination  charge”  means  the 
charge  paid  by  the  mortgagee  to  the 
Commissioner  in  consideration  of  termi¬ 
nating  the  contract  of  insurance  pur¬ 
suant  to  the  joint  request  for  such  action 
made  by  the  mortgagor  and  mortgagee. 

(n)  “Open-end  advance”  means  an 
insured  advance  made  by  an  approved 
mortgagee  in  connection  with  a  pre¬ 
viously  insured  mortgage,  pursuant  to 
an  open-end  provision  in  the  mortgage. 

(o)  “Open-end  insurance  charge” 
means  the  charge  paid  by  the  mortgagee 
to  the  Commissioner  in  consideration  of 
the  insurance  of  an  open-end  advance. 

(p)  “Beginning  of  amortization” 
means  the  date  one  month  prior  to  the 
date  of  the  first  monthly  payment  to 
principal  and  interest. 

(q)  “Maturity”  means  the  date  on 
which  the  mortgage  indebtedness  would 
be  extinguished  if  paid  in  accordance 
with  periodic  payments  provided  for  in 
Uie  mortgage. 

(r)  “Debentures”  means  registered, 
transferable  securities  which  are  valid 
and  binding  obligations,  issued  in  the 
name  of  the  Mutual  Mortgage  Insurance 
P\md  in  accordance  with  the  provisions 
of  this  part;  such  debentures  are  the 
primary  liability  of  the  Mutual  Mortgage 
Insurance  Fund  and  are  unconditionally 
guaranteed  as  to  principal  and  interest 
by  the  United  States. 

(s)  “State"  Includes  the  several  States, 
Puerto  Rico,  the  District  of  Columbia, 
Guam,  the  Trust  Territory  of  the  Pacific 
Islands,  and  the  Virgin  Islands. 

Endorsement  and  Contract  of 
Insurance 

§  203.255  Insurance  of  morlgage. 

Upon  compliance  with  a  commitment 
the  Commissioner  will  insure  the  loan 
evidencing  the  insurance  by  the  Issuance 
of  a  Mortgage  Insurance  Certificate  or 
by  an  appropriate  panel  or  endorsement 
placed  on  the  original  credit  instrument, 
which  will  identify  the  regulations  under 
which  the  loan  is  Insured  and  the  date 
of  insurance. 

§  203.256  Insurance  of  open-end  ad¬ 
vance. 

Insurance  on  an  open-end  advance 
will  be  evidenced  by  delivery  of  a  certifi¬ 
cate  stating  the  amoirnt  of  the  advance, 
the  date  of  Insurance,  and  the  regula- 
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tions  imder  which  the  advance  is 
Insured. 

§  203.257  Contract  created  by  Mortgage 
Insurance  Certificate  or  by  endorse¬ 
ment. 

The  mortgage,  including  any  open-end 
advances  made  thereimder  and  approved 
by  Che  Commissioner,  shall  be  an  insured 
mortgage  from  the  date  of  the  issuance 
of  a  Mortgage  Insurance  Certificate  or 
from  the  date  of  the  endorsement  of  the 
credit  instrument.  The  Commissioner 
and  the  mortgagee  shall  thereafter  be 
boimd  by  the  regulations  in  this  part 
with  the  same  force  and  to  the  same  ex¬ 
tent  as  if  a  separate  contract  had  been 
executed  relating  to  the  insured  mort¬ 
gage,  including  the  provisions  of  the 
regulations  in  this  subpart  and  of  the 
Act. 

Mortgage  Insurance  Premiums — in 
General 

§  203.260  Method  of  payment  of  MIP. 

The  payment  of  any  MIP  imder  this 
subpart  shall  be  made  to  the  Commis¬ 
sioner  by  the  mortgagee  either  in  cash 
or  debentures  at  par  plus  accrued 
interest. 

§  203.261  Calculation  of  MIP. 

The  amount  of  any  MIP  shall  be  cal¬ 
culated  in  accordance  with  the  amortiza¬ 
tion  provisions  of  the  mortgage,  without 
taking  into  account  delinquent  pay¬ 
ments  or  prepayments. 

Initial  Mortgage  Insurance  Premium 
§  203.265  Amount  of  initial  MIP. 

The  initial  MIP  shall  be  in  an  amount 
equal  to  Vj  percent  of  the  average  out¬ 
standing  principal  obligation  for  the 
first  year  of  amortization  under  the  mort¬ 
gage,  without  taking  into  account  delin¬ 
quent  payments  or  prepayments. 

§  203.266  Due  date  of  initial  MIP. 

The  initial  MIP  shall  be  paid  on  the 
first  aniversary  date  of  the  beginning  of 
amortization  following  the  date  on  which 
the  insurance  becomes  effective  by  the 
issuance  of  a  Mortgage  Insurance  Cer¬ 
tificate  or  by  the  endorsement  of  the 
credit  instrument. 

§  203.267  Period  covered  by  initial  MIP. 

The  initial  MIP  shall  cover  the  period 
beginning  with  the  date  of  the  issuance 
of  a  Mortgage  Insurance  Certificate  or 
the  date  of  the  endorsement  of  the  credit 
instrument  and  ending  on  the  next  anni¬ 
versary  of  the  beginning  of  amortization. 
Subsequent  premium  payments  shall 
cover  the  twelve-month  period  following 
each  anniversary  date. 

§  203.268  Adjustment  of  initial  MIP. 

Regardless  of  whether  the  period 
covered  by  the  initial  MIP  is  more  or 
less  than  one  year,  payment  shall  be 
made  to  the  Commissioner  on  account 
of  the  initial  MIP  in  an  amoimt  equal 
to  I'j  percent  of  the  average  outstanding 
principal  obligation  for  the  first  year  of 
amortization  under  the  mortgage.  If 
such  payment  is  less  than  percent  or 
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more  than  one  percent  of  the  outstand¬ 
ing  principal  balance,  without  taking 
into  account  delinquencies  or  prepay¬ 
ments,  the  initial  MIP  shall  be  adjusted 
to  accord  with  the  prescribed  limitations. 
If  such  payment  is  within  the  prescribed 
limitations  no  adjustment  shall  be  made 
and  the  amount  of  the  payment  shall  be 
paid  to  the  Commissioner  as  the  initial 
MIP. 

§  203.269  Pro  rata  payment  of  initial 
MIP. 

If  termination  of  the  contract  of  in¬ 
surance  occurs  before  the  due  date  of 
the  initial  MIP,  the  mortgagee  shall  pay 
to  the  Commissioner  (in  addition  to  any 
adjusted  premium  or  termination 
charge)  the  portion  of  the  initial  pre¬ 
mium  due  to  the  first  of  the  month  fol¬ 
lowing  the  effective  termination  date, 
which  shall  be  computed  from: 

(a)  The  beginning  of  amortization,  if 
the  issuance  of  a  Mortgage  Insurance 
Certificate  or  the  endorsement  of  the 
credit  instrument  occurred  within  six 
months  after  the  beginning  of  amortiza¬ 
tion;  or 

(b)  The  date  of  the  issuance  of  a 
Mortgage  Insurance  Certificate  or  the 
endorsement  of  the  credit  instrument,  if 
either  occurred  any  time  prior  to  the 
beginning  of  amortization,  or  during  the 
second  half  of  any  amortization  year. 

Annual  Mortgage  Insurance  Premium 
§  203.275  Amount  of  annual  MIP. 

After  payment  of  the  initial  MIP  an 
annual  MIP  shall  be  paid  in  an  amount 
equal  to  ^  percent  of  the  average  out¬ 
standing  principal  obligation  for  the  12- 
month  period  preceding  the  date  on 
which  the  premium  becomes  payable, 
without  taking  into  account  delinquent 
pasmients  or  prepayments. 

§  203.276  Due  dale  of  annual  MIP. 

After  payment  of  the  Initial  MIP  an 
annual  MIP  shall  be  paid  on  each  anni¬ 
versary  date  of  the  beginning  of  amorti¬ 
zation. 

§  203.277  Duration  of  annual  MIP. 

After  payment  of  the  initial  MIP,  the 
mortgagee  shall  pay  an  annual  MIP  to 
the  Commissioner  until: 

(a)  The  mortgage  is  paid  in  full;  or 

(b)  The  deed  to  the  Commissioner  is 
filed  for  record:  or 

(c)  The  contract  of  insurance  is  other¬ 
wise  terminated  with  the  consent  of  the 
Commissioner. 

§  203.278  Pro  rata  payment  of  annual 
MIP. 

(a)  In  general.  If  the  insurance  con¬ 
tract  is  terminated  after  the  due  date  of 
the  initial  MIP,  the  mortgagee  shall  pay 
to  the  Commissioner  (in  addition  to  any 
adjusted  premium  or  termination 
charge)  that  portion  of  the  current  an¬ 
nual  MIP  prorated  from  the  due  date 
of  the  last  annual  MIP  through  the  end 
of  the  month  in  which  the  contract  of 
insurance  is  terminated.  The  pro  rate 
pasmient  of  MIP  shall  be  remitted  to  the 
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Commissioner  with  the  notice  of  prepay¬ 
ment  or  request  for  volimtary  termina¬ 
tion. 

(b)  Computation  of  pro  rata  annual 
MIP.  For  the  purpose  of  computing  the 
pro  rata  portion  of  the  anniial  MIP,  the 
date  of  termination  of  insurance  shaJl  be 
the  last  day  of  the  month  in  which  the 
mortgage  was  prepaid  or  a  voluntary  ter- 
m^ation  request  is  received  by  the  Com¬ 
missioner. 

(c)  Exception  to  payment  of  pro  rata 
annual  MIP.  A  pro  rata  MIP  shall  not 
be  due  or  payable  where  the  mortgagee 
notifies  the  Commissioner  that  fore- 
closiire  or  other  action  to  acquire  the 
property  has  been  completed  and  that 
the  property  will  not  be  conveyed  to  the 
Commissioner  in  exchange  for  Insurance 
benefits.  Any  MIP  due  and  paid  after 
the  institution  of  foreclosure  or  the  date 
the  property  was  otherwise  acquired  by 
the  mortgagee  will  be  refunded  to  the 
mortgagee  upon  receipt  by  the  Commis¬ 
sioner  of  the  notice  from  the  mortgagee 
that  the  property  will  not  be  conveyed  to 
the  Commissioner. 

Adjusted  Mortgage  Insurance  Premium 

§  203.285  Computation  of  adjusted 
premium. 

(a)  Where  the  principal  obligation  of 
any  mortgage  accepted  for  insurance  is 
paid  in  full  before  the  due  date  of  the 
120th  scheduled  monthly  pasrment,  with¬ 
out  taking  into  account  delinquent  pay¬ 
ments  or  prepayment,  the  mortgagee 
shall  pay  to  the  Commissioner  an  ad¬ 
justed  premium  of  1  percent  of  the 
original  principal  amount  of  the  prepaid 
mortgage,  except  as  otherwise  provided 
in  this  subpart. 

(b)  The  adjusted  premiiun  shall  be 
remitted  to  the  Commissioner  with  the 
notice  of  prepayment.  Payment  shall  be 
made  either  in  cash  or  debentures  at  par 
plus  accrued  Interest. 

§  203.286  Maximum  adjusted  MIP. 

No  adjusted  premium  shall  exceed  the 
aggregate  amoimt  of  MIP  which  would 
have  been  payable  If  the  mortgage  had 
continued  to  be  insured  until  the  due 
date  of  the  120th  scheduled  monthly 
payment,  without  taking  into  accoimt 
delinquent  payments  or  prepayments. 

§  203.287  Prepayments  excepted  from 
adjusted  premium  charge. 

No  adjusted  premium  charge  shall  be 
due  or  payable  to  the  Commissioner  in 
each  of  the  following  instances: 

(a)  New  insured  mortgage.  Where  the 
Insured  mortgage  is  paid  in  full  with  or 
from  the  proceeds  of  a  -wOn  secured  by 
a  new  mortgage  on  the  same  property 
which  is  Insured  by  the  Commissioner. 

(b)  Acceleration  hy  partial  prepay- 
ments.  Where  the  final  maturity  speci¬ 
fied  In  the  mortgage  is  accelerated  solely 
by  reason  of  partial  prepayments  made 
by  the  mortgagor  which  do  not  exceed  in 
any  one  calendar  year  15  percent  of  the 
original  face  amount  of  the  mortgage, 
plus  15  percent  of  the  original  face 
amount  of  any  open-end  advances;  or 

(c)  Acceleration  ty  payments  for 
damages.  Where  the  final  maturity 


specified  In  the  mortgage  is  accelerated 
solely  by  reason  of  payments  to  principal 
to  compensate  for  damage  to  the  mort¬ 
gaged  property;  or 

(d)  Acceleration  by  partial  release. 
Where  the  final  maturity  specified  In  the 
mortgage  is  accelerated  solely  by  reason 
of  payment  to  principal  to  compensate 
for  release  of  a  part  of  the  Insured  prop¬ 
erty  approved  by  the  Commissioner;  or 

(e)  Acceleration  by  application  of  es¬ 
crow  funds.  Where  the  final  maturity 
specified  In  the  mortgage  Is  accelerated 
solely  by  reason  of  application  of  funds 
applied  on  the  Indebtedness  as  required 
by  the  Commissioner  pursuant  to  an  ap¬ 
proved  escrow;  or 

(f)  Payment  involving  condemnation 
proceedings.  Where  the  final  maturity 
specified  in  the  mortgage  is  accelerated 
solely  by  reason  of  payments  to  princi¬ 
pal  to  compen^te  for  the  conveyance  of 
the  mortgaged  property  pursuant  to 
condemnation  proceedings  or  in  lieu  of 
condemnation  proceedings;  or 

(g)  Payment  involving  foreclosure. 
Where  pasmient  in  full  is  made  of  a  de¬ 
linquent  mortgage: 

(1)  On  which  foreclosure  proceedings 
have  been  commenced;  or 

(2)  For  the  purpose  of  avoiding  fore- 
closiu-e,  if  the  transaction  is  approved 
by  the  Commissioner;  or 

(h)  Payment  under  court  order. 
Where  payment  in  full  is  made  pursuant 
to  a  court  order;  or 

(I)  Sale  of  property  to  veterans. 
Where  payment  in  full  is  made  within 
60  days  after  the  date  the  mortgage  is 
endorsed  for  insurance,  provided  the 
mortgagee  submits  to  the  Commissioner 
a  certificate  signed  by  the  mortgagor 
certif3dng  that  such  payment  was  made 
in  connection  with  the  sale  of  the  prop¬ 
erty  to  a  veteran  for  his  occupancy  as  a 
home. 

(J)  Payment  after  10  years.  Where 
payment  in  full  Is  made  after  the  due 
date  of  the  120th  scheduled  monthly  pay¬ 
ment,  without  taking  into  account 
delinquent  payments  or  prepayments. 

(k)  Payment  by  HUD  direct  loan. 
Where  the  mortgage  Is  paid  in  full  from 
the  proceeds  of  a  direct  loan  granted  im- 
der  a  program  administered  by  the  De¬ 
partment  of  Housing  and  Urban  Devel¬ 
opment. 

VOLXTNTART  TERMINATION  CHARGE 

§  203.295  Voluntary  termination  of  in¬ 
surance. 

Upon  request  by  the  mortgtigor  and 
mortgagee  and  submission  of  the  Mort¬ 
gage  Insurance  Certificate  for  cancella¬ 
tion  or  the  mortgage  note  for  cancella¬ 
tion  of  the  endorsement,  the  Commis¬ 
sioner  may  terminate  the  insurance  con¬ 
tract  on  any  mortgage  under  this  part 
covering  a  one-  to  four-family  residence. 

§  203.296  Computation  of  voluntary 
termination  charge. 

In  the  event  the  Commissioner  re¬ 
ceives  a  request  for  voluntary  termina¬ 
tion  of  the  Insurance  contract  before 
the  due  date  of  the  120th  scheduled 
monthly  pajmient,  without  taking  into 
account  delinquent  pasunents  or  prepay¬ 


ments,  the  mortgagee  shall  pay  to  the 
Commissioner  a  termination  charge 
equal  to  one  percent  of  the  original  prin¬ 
cipal  amount  of  the  mortgage,  exc^t 
as  otherwise  provided  in  this  subpart 
The  termination  charge  shall  be  remitted 
to  the  Commissioner  with  the  request 
for  voluntary  termination. 

§  203.297  Maximum  voluntary  termina¬ 
tion  cliarge. 

In  no  event  shall  the  charge  for  vol¬ 
untary  termination  of  the  insurance 
contract  exceed  the  aggregate  amount  of 
MIP  which  would  have  been  pasrable  If 
the  mortgage  had  continued  to  be  in¬ 
sured  imtil  the  due  date  of  the  120th 
scheduled  monthly  payment,  without 
taking  into  account  delinquent  payments 
or  prepayments. 

§  203.298  Exception  from  voluntary  ter¬ 
mination  charge. 

The  insurance  contract  may  be  volun¬ 
tarily  terminated  without  paymmt  of  a 
termination  charge  if: 

(a)  The  mortgage  is  delinquent  and 
termination  of  instirance  is  for  the  pur¬ 
pose  of  avoiding  foreclosure  provided  the 
transaction  is  approved  by  the  Commis¬ 
sioner;  or 

(b)  Foreclosure  proceedings  have  been 
instituted. 

(c)  The  request  for  voltintary  termi¬ 
nation  of  the  contract  of  insurance  is 
received  by  the  Commissioner  after  the 
due  date  of  the  120th  scheduled  monthly 
payment,  without  taking  into  account 
delinquent  payments  or  prepayments. 

Open-End  Insurance  Charge 

§  203.305  Open-end  advance  subject  to 
open-end  charge. 

In  the  case  of  an  insured  open-end 
advance  the  mortgagee  shall  pay  to  the 
Commissioner,  in  addition  to  the  regular 
MIP,  an  open-end  insurance  charge. 

§  203.306  Method  of  payment  of  open- 
end  charge. 

The  payment  of  any  open-end  insur¬ 
ance  charge  imder  this  subpart  shall  be 
made  to  the  Commissioner  by  the  mort¬ 
gagee  either  in  cash  or  debentures  issued 
by  the  Mutual  Mortgage  Fund  at  par 
plus  accrued  interest. 

§  203.307  Calculation,  amount,  and  due 
date  of  open-end  charge. 

The  open-end  insurance  charge  shall 
be  in  an  amount  equal  to  percent  per 
annum  of  the  original  principal  obliga¬ 
tion  of  the  open-end  advance  and  shall 
be  payable  on  the  same  dates  as  the  MIP. 
The  initial  open-end  insurance  charge 
shall  be  prorated  to  cover  the  period  be¬ 
ginning  with  the  first  day  of  the  month 
following  the  date  of  endorsemoit  of  the 
open-end  advance  and  ending  on  the  due 
date  of  the  next  MIP,  and  shall  be  com¬ 
puted  without  taking  into  accoimt  delin¬ 
quent  payments  or  prepayments. 

§  203.308  Duration  of  open-end  charge. 

The  mortgagee  shall  pay  an  annual 
open-end  insurance  charge  to  the  Com¬ 
missioner  until: 
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(a)  The  mortgrage  Is  paid  in  full;  or 

(b)  The  deed  to  the  Commissioner  is 
filed  for  record:  or 

(c)  The  contract  of  Insurance  is  other¬ 
wise  terminated  with  consent  of  the 
Commissioner. 

§  203.309  Pro  rata  payment  of  open-end 
charge. 

Upon  termination  of  the  insurance 
contract,  the  mortgagee  shall  pay  to  the 
Commissioner  (in  addition  to  any  ad¬ 
justed  premium,  termination  charge  and 
pro  rata  MIP)  a  portion  of  the  current 
open-end  Insurance  charge  prorated 
from  the  beginning  of  the  open-end  in¬ 
surance  charge  period  to  the  end  of  the 
month  In  which  termination  occurred. 

Termination  op  Insttrance  Contract 

§  203.315  Termination  by  conveyance  to 
other  tlion  Commissioner. 

(a)  The  contract  of  Insurance  shall 
be  terminated  if: 

(1)  The  mortgagee  acquires  the  mort¬ 
gaged  property  but  does  not  convey  It 
to  the  Commissioner; 

(2)  The  property  Is  bid  In  and  ac¬ 
quired  at  a  foreclosure  sale  by  a  party 
other  than  the  mortgagee; 

(3)  After  foreclosure  the  property  is 
redeemed; 

(4)  After  foreclosure  and  during  the 
redemption  period  the  mortgagee  gives 
notice  that  It  will  not  tender  the  prop¬ 
erty  to  the  Commissioner. 

§  203.316  Termination  by  prepayment 
of  mortgage. 

The  contract  of  insurance  shall  be 
terminated  If  the  mortgage  is  paid  in 
full  prior  to  its  maturity. 

§  203.317  Termination  by  voluntary 
agreement. 

The  contract  of  insurance  shall  be  ter¬ 
minated  if  the  mortgagor  and  mortgagee 
Jointly  request  termination. 

§  203.318  Notice  of  termination  by 
mortgagee. 

No  contract  of  insurance  shall  be  ter¬ 
minated  until  the  mortgagee  has  given 
written  notice  thereof  to  the  Commis¬ 
sioner  within  30  days  from  the  occur¬ 
rence  of  one  of  the  approved  methods 
of  termination  set  forth  in  this  subpart. 

§  203.319  Pro  rata  payment  of  pre¬ 
miums  and  charges. 

No  contract  of  insurance  shall  be  ter¬ 
minated  until  the  mortgagee  has  paid 
to  the  Commissioner  the  pro  rata  por¬ 
tion  of  the  current  annual  MIP,  open- 
end  insurance  charge,  adjusted  premium, 
or  termination  charge  as  set  forth  in 
this  subpart. 

§  203.320  Notice  and  dale  of  termina¬ 
tion  by  Commissioner. 

•  The  Commissioner  shall  notify  the 
mortgagee  that  the  contract  of  Insurance 
has  been  terminated  and  the  effective 
termination  date.  The  termination  date 
shall  be  the  last  day  of  the  month  in 
which  one  of  the  following  events  has 
occurred: 

(a)  The  date  foreclosure  proceedings 
were  Instituted,  or  the  property  was 


otherwise  acquired  by  the  mortgagee,  if 
the  mortgagee  notifies  the  Commissioner 
that  title  will  not  be  conveyed  to  the 
Commissioner. 

( b )  The  date  the  mortgage  was  prepaid 
in  full. 

(c)  The  date  a  voluntary  termination 
request  Is  received  by  the  Commissioner. 

§  203.321  Effect  of  termination. 

Upon  termination  of  the  contract  of 
insurance,  the  obligation  to  pay  any 
subsequent  MIP  or  open-end  insurance 
charge  shall  cease  and  all  rights  of  the 
mortgagor  and  mortgagee  shall  be  ter¬ 
minated. 

Default  Under  Mortgage 
§  203.330  Definition  of  default. 

If  the  mortgagor  falls  to  make  any 
payment,  or  to  perform  any  other  obliga¬ 
tion  under  the  mortgage,  and  such  fail¬ 
ure  continues  for  a  p>erlod  of  30  days, 
the  mortgage  shall  be  considered  in 
default  for  the  purposes  of  this  subpart. 

§  203.331  Date  of  default. 

For  the  purposes  of  this  subpart,  the 
date  of  default  shedl  be  considered  as 
30  days  after — 

(a)  The  first  uncorrected  failure  to 
perform  any  obligation  imder  the  mort¬ 
gage;  or 

(b)  The  first  failure  to  make  a  month¬ 
ly  payment  which  subsequent  payments 
by  tlie  mortgagor  are  Insufficient  to 
cover  when  applied  to  the  overdue 
monthly  pajments  In  the  order  in  which 
they  became  due. 

§  203.332  Notice  of  default. 

The  mortgagee  shall,  within  60  da3r8 
after  default  as  defined  In  this  part,  give 
written  notice  thereof  to  the  Commis¬ 
sioner,  unless  such  default  has  been 
cured  or  unless  the  Commissioner  has 
been  notified  of  a  previous  default  which 
remains  tuicured. 

§  203.333  Reinstatement  of  defaulted 
mortgage. 

If  after  default  and  prior  to  the  com¬ 
pletion  of  foreclosure  proceedings  the 
mortgagor  shall  cure  the  default,  the  In¬ 
surance  shall  continue  as  If  a  default  had 
not  occurred,  provided  the  mortgagor 
pays  to  the  mortgagee  such  expenses  tui 
the  mortgagee  has  Incurred  in  connec¬ 
tion  with  the  foreclosure  proceedings  and 
the  mortgagee  gives  written  notice  of 
reinstatement  to  the  Commissioner. 

Special  Forbearance  Relief 

§  203.340  Conditions  of  special  forbear¬ 
ance  relief. 

(a)  General  conditions — Commis¬ 
sioner’s  prior  approval.  The  Commis¬ 
sioner  may  approve  special  forbearance 
relief  If  he  finds  that  the  default  was  due 
to  circumstances  beyond  the  mortgagor's 
control.  Approval  Is  given  on  condition 
that  the  mortgagor  and  mortgagee  enter 
into  a  written  forbearance  agreement 
providing  for: 

(1)  The  reduction  or  suspension  of  reg¬ 
ular  mortgage  payments  for  a  specified 
forbearance  period; 


(2)  The  resumption  of  regular  mort¬ 
gage  payments  after  the  expiration  of 
the  forbearance  period;  and 

(3)  The  repayment  of  the  total  un¬ 
paid  amount  accruing  prior  to  and  dur¬ 
ing  the  forbearance  period  on  or  before 
the  maturity  date  of  the  mortgage  or  on 
or  before  a  date  subsequent  to  the  ma¬ 
turity  date  which  is  approved  by  the 
Commissioner. 

(b)  Special  conditions — C ommis- 
sioner’s  approval  not  required.  Special 
forbearance  relief  may  be  granted  by  the 
mortgagee,  without  prior  approve  of  the 
Commissioner,  under  the  following  con¬ 
ditions: 

(1)  *1116  mortgagor  shall  establish  to 
the  satisfaction  of  the  mortgagee,  whoso 
finding  shall  be  conclusive,  that: 

(1)  The  mortgagor  does  not  own  other 
property  subject  to  a  mortgage  insured 
by  the  Commissioner,  and 

(il)  That  the  default  was  due  to  cir-' 
cumstances  beyond  the  control  of  the 
mortgagor  because  of  death,  illness,  oi 
curtailment  of  income  of  the  mortgagor 
or  a  member  of  his  family  or  because  of 
damage  to  the  mortgaged  property 
against  which  the  mortgagor  is  not  ade¬ 
quately  protected  by  Insurance. 

(2)  The  written  forbearance  agree¬ 
ment  shall: 

(i)  Be  limited  to  a  period  of  18  months ; 

(II)  Provide  for  the  resumption  of 
regular  mortgage  payments  after  the 
expiration  of  the  forbearance  period; 
and 

(III)  Provide  for  the  repayment  of  the 
total  unpaid  amount,  accruing  prior  to 
and  during  the  forbearance  period,  on 
or  before  a  date  extending  beyond  the 
original  maturity  for  a  period  no  greater 
than  the  period  of  forbearance. 

§  203.341  Reimbursement  for  uncol¬ 
lected  interest. 

The  mortgagee  shall  be  entitled  to  re¬ 
ceive  an  allowance  In  the  Insurance  set¬ 
tlement  for  tinpald  mortgage  interest,  if 
the  mortgagor  fails  to  meet  the  require¬ 
ments  of  the  forbearance  agreement  and 
such  failure  continues  for  a  period  of 
up  to  60  days.  The  interest  allowance 
shall  be  computed  to  the  earliest  of  the 
applicable  dates  following: 

(a)  The  date  of  the  institution  of 
foreclosure. 

(b)  The  date  of  the  acquisition  of  the 
property  by  the  mortgagee  by  means 
other  than  foreclosure. 

(c)  The  date  the  property  was  ac¬ 
quired  by  the  Commissioner  imder  a 
direct  conveyance  from  the  mortgagor. 

(d)  90  days  following  the  date  the 
mortgagor  fails  to  meet  the  requirements 
of  the  forbeararice  agreement,  or  such 
other  date  as  the  Commissioner  may 
approve  In  writing  prior  to  the  expira¬ 
tion  of  the  90-day  period. 

§  203.342  Recasting  of  mortgage. 

(a)  General  conditions — Commission¬ 
er’s  prior  approval.  In  addition  to  the 
special  forbearance  relief  afforded  in 
8  203.340,  if  the  Commissioner  makes  the 
finding  required  in  paragraph  (a)  of  that 
section,  he  may  approve  a  modification 
of  the  terms  of  the  mortgage  for  the 
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purpose  of  changing  the  amortization 
provisions  by  recasting  the  total  unpaid 
amoimt  due  over  the  remaining  term  of 
the  mortgage  or  over  such  longer  period 
as  he  may  approve.  Hie  modification 
agreement  may  be  effective  when  exe- 
uted  or  upon  the  termination  of  a  for¬ 
bearance  period. 

(b)  Special  conditions — Commission- 
er’s  approval  not  required.  The  Com¬ 
missioner’s  approval  for  a  recasting  of 
the  total  amount  due  imder  the  mort¬ 
gage  shall  not  be  required  where  the 
mortgagee  makes  the  findings  prescribed 
in  §  203.340(b)  (1) .  In  such  instances,  the 
recasting  shall  be  limited  to  the  remain¬ 
ing  term  of  the  mortgage  or  a  term  ex¬ 
tending  not  more  than  10  years  beyond 
the  original  maturity  date.  Notice  of 
such  modification,  in  a  manner  pre¬ 
scribed  by  the  Commissioner,  shall  be 
given  within  30  days  after  the  modifica¬ 
tion  agreement  Is  executed. 

(c)  Effect  of  modification.  Where  a 
mortgage  is  modified,  the  principal 
amount  of  the  mortgage,  as  modified: 

(1)  Shall  not  Include  any  amounts  as¬ 
sessed  against  the  mortgagor  as  a  late 
charge;  and 

(2)  Shall  be  considered  to  be  the 
“original  principal  of  the  mortgage"  as 
the  term  is  used  In  S  203.401. 

Forbearance  Relief  for  Military 
Personnel 

§  203.345  Postponement  of  principal 
payments — mortgagors  in  military 
8er\’ice. 

In  addition  to  the  special  forbearance 
relief  afforded  by  !§  203.340  through 
203.342,  if  the  mortgagor  is  a  person  In 
the  military  service  (as  defined  In  the 
Soldiers’  and  Sailors’  Civil  Relief  Act  of 
1940),  the  mortgagee  may,  by  written 
agreement  with  the  mortgagor,  postp>one 
for  the  period  of  military  service  and 
three  months  thereafter  any  part  of  the 
monthly  pasmient  which  represents 
amortization  of  principal.  The  agree¬ 
ment  shall  contain  a  provision  for  the 
resumption  of  monthly  pa3mients  after 
such  period  In  amounts  which  will  com¬ 
pletely  amortize  the  mortgage  debt  with¬ 
in  the  maturity  as  provided  in  the  orig¬ 
inal  mortgage.  The  agreement  shall  in 
no  way  affect  the  amount  of  the  annual 
MIP  which  will  continue  to  be  calculated 
in  accordance  with  the  original  amorti¬ 
zation  provisions  of  the  mortgage. 

§  203.346  Postponement  of  foreclo¬ 
sure — mortgagors  in  military  service. 

If  at  any  time  during  default  the  mort¬ 
gagor  is  a  “person  In  military  service," 
as  such  term  is  defined  In  the  Soldiers’ 
and  Sailors’  Civil  Relief  Act  of  1940,  the 
period  during  which  he  is  In  such  service 
shall  be  excluded  in  computing  the  one- 
year  period  within  which  the  mortgagee 
shall  commence  foreclosure  or  acquire 
the  property  by  other  means  as  provided 
in  this  subpart.  No  postponement  or 
delay  In  the  prosecution  of  foreclosure 
proceedings  during  the  period  the  mort¬ 
gagor  is  in  such  military  service  shall  be 
construed  as  failure  on  the  part  of  the 
mortgagee  to  exercise  reasonable  dill- 
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gence  In  prosecuting  such  proceedings  to 
completion  as  required  by  this  subpart. 

Assignment  of  Mortgage 

§  203.350  Assignment  of  defaulted 
mortgage — in  general. 

The  Commissioner  may  approve  the 
assignment  to  him  of  any  mortgage 
covering  a  one-  to  four-family  residence 
If  he  finds  that  the  default  was  due  to 
circumstances  beyond  the  mortgagor’s 
control. 

§  203.350a  Time  for  assigning  defaulted 
mortgage. 

The  mortgagee  shall  file  for  record  the 
assignment  of  the  mortgage  to  the  Com¬ 
missioner  within  30  days  of  receiving  his 
approval  to  assign  or  within  such  further 
time  as  may  be  approved  in  writing  by 
the  Commissioner. 

§  203.351  Application  for  insurance 
benefits  and  fiscal  data. 

On  the  date  the  assignment  of  the 
mortgage  Is  filed  for  record,  the  mort¬ 
gagee  shall  forward  to  the  Commissioner 
the  prescribed  application  for  insurance 
ben^ts  and  fiscal  data  pertaining  to  the 
mortgage  transaction,  together  with  the 
receipts  covering  all  disbursements,  as 
required  by  the  fiscal  data  form.  In  ad¬ 
dition,  the  following  requirements  shall 
be  met: 

(a)  Items  to  he  included  with  applica¬ 
tion.  The  following  Items  shall  be  for¬ 
warded  to  the  Commissioner  with  the 
application: 

(1)  Credit  and  security  instrument. 
The  original  credit  and  security  instru¬ 
ments  assigned  without  recourse  or  war¬ 
ranty,  except  that  no  act  or  omission 
of  the  mortgagee  shall  have  impaired  the 
validity  and  priority  of  the  mortgage. 

(2)  Recorded  assignment  instrument. 
The  original  of  the  recorded  assignment 
of  mortgage.  If  the  original  of  the  as¬ 
signment  Is  not  available,  a  copy  shall  be 
furnished  and  the  original  forwarded  as 
soon  as  possible. 

(3)  Hazard  insurance.  All  hazard  In¬ 
surance  policies  held  in  connection  with 
the  mortgaged  property,  together  with  a 
copy  of  the  mortgagee’s  notification  to 
the  carrier  authorizing  the  amendment 
of  the  loss  payable  clause  substituting 
the  Commissioner  as  the  mortgagee. 

(4)  Rights  and  interests.  An  assign¬ 
ment  of  all  rights  and  interests  arising 
under  the  mortgage,  and  all  claims  of  the 
mortgagee  against  the  mortgagor  or 
others  arising  out  of  the  mortgage 
transaction. 

(5)  Property.  All  property  of  the 
mortgagor  held  by  the  mortgagee  or  to 
which  it  Is  entitled  (other  than  the  cash 
Items  which  are  to  be  retained  by  the 
mortgagee) . 

(6)  Records  and  accounts.  All  rec¬ 
ords,  ledger  cards,  documents,  boola, 
papers  and  accoimts  relating  to  the 
mortgage  transaction. 

(7)  Additional  information.  Any  ad¬ 
ditional  information  or  data  which  the 
Commissioner  may  require. 

(b)  Items  to  be  retained  by  mortgagee. 
The  mortgagee  shall  retain  all  cash 


amounts  held  or  deposited  for  the  ac¬ 
count  of  the  mortgagor  or  to  which  It  is 
entitled  under  the  mortgage  transaction 
that  have  not  been  applied  in  reduction 
of  the  principal  mortgage  Indebtedness. 

§  203.352  Title  evidence  upon  assign¬ 
ment. 

Within  45  days  after  the  assignment 
of  a  mortgage  is  filed  for  record,  the 
mortgagee  shall  furnish  to  the  Commis¬ 
sioner  all  title  evidence  held  by  the  mort¬ 
gagee.  extended  to  Include  the  assign¬ 
ment  of  the  mortgage  to  the  Commis¬ 
sioner. 

§  203.353  Certification  by  mortgagee. 

At  the  time  of  assignment  of  the 
mortgage,  the  mortgagee  shall  certify  to 
the  Commissioner  that: 

(a)  Priority  of  mortgage  to  liens.  The 
mortgage  is  prior  to  all  mechanics’  and 
materialmen’s  liens  filed  of  record,  re¬ 
gardless  of  when  such  liens  attach,  and 
prior  to  all  liens  and  encumbrances,  or 
defects  which  may  arise  except  such  Hens 
or  other  matters  as  may  have  been  ap¬ 
proved  by  the  Commissioner; 

(b)  Amount  due.  The  amount  stated 
in  the  instrument  of  assignment  is  ac¬ 
tually  due  and  owing  under  the  mort¬ 
gage; 

(c)  Offsets  or  counterclaims.  There 
are  no  offsets  or  counterclaims  thereto 
and  the  mortgagee  has  a  good  right  to 
assign. 

Claim  Procedure 

§  203.355  Acquisition  of  property. 

At  any  time  within  one  year  from  the 
date  of  default,  or  such  additional  pe¬ 
riod  of  time  as  may  be  approved  by  the 
Commissioner,  the  mortgagee,  at  its  elec¬ 
tion,  shall  either — 

(a)  Commence  foreclosure  of  the 
mortgage;  or 

(b)  If  ^e  laws  of  the  State  In  which 
the  mortgaged  property  Is  situated  do 
not  permit  the  commencement  of  fore¬ 
closure  within  one  year  from  the  date  of 
default,  the  mortgagee  shall  commence 
foreclosure  within  60  days  after  the 
expiration  of  the  time  during  which  such 
foreclosure  Is  prohibited  by  such  laws;  or 

(c)  Acquire  i>ossesslon  of,  and  title  to, 
the  mortgaged  property  by  means  other 
than  foreclosure,  such  title  being  in  the 
name  of  the  mortgagee  or  the  Com¬ 
missioner. 

§  203.356  Notice  of  foreclosure. 

The  mortgagee  shall  give  written  no¬ 
tice  to  the  Commissioner  within  30  dasrs 
after  the  Institution  of  foreclosure  pro¬ 
ceedings  and  shall  exercise  reasonable 
diligence  in  prosecuting  such  proceed¬ 
ings  to  completion. 

§  203.357  Deed  in  lieu  of  foreelosure. 

(a)  Mortgagors  owning  one  property. 
In  lieu  of  instituting  or  completing  a 
foreclosure,  the  mortgagee  may  acquire 
property  from  one  other  than  a  corpo¬ 
rate  mortgagor  by  voluntary  conveyance 
from  the  mortgagor  who  certifies  that  he 
does  not  own  any  other  property  subject 
to  a  mortgage  insured  dr  held  by  PHA. 
Conveyance  of  the  property  by  deed  in 
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lieu  of  foreclosure  is  approved  subject  to 
the  following  requlremrats: 

(1)  The  mortgage  is  in  default  at  the 
time  the  deed  is  executed, and  delivered; 

(2)  The  credit  instrument  is  cancelled 
and  surrendered  to  the  mortgagor; 

(3)  The  mortgage  is  satisfied  of  rec¬ 
ord  as  a  part  of  the  consideration  for 
such  conveyance; 

(4)  The  deed  from  the  mortgagor  con¬ 
tains  a  covenant  which  warrants  against 
the  acts  of  the  grantor  and  all  claiming 
by,  through,  or  under  him  and  conveys 
good  marketable  title; 

(5)  The  mortgagee  transfers  to  the 
Commissioner  good  marketable  title  ac¬ 
companied  by  satisfactory  title  evidence. 

(b)  Corporate  mortgagors.  A  mort¬ 
gagee  may  accept  a  deed  in  lieu  of  fore¬ 
closure  from  a  corporate  mortgagor  in 
compliance  with  the  requirements  of 
paragraph  (a)  if  the  mortgagee  obtains 
the  prior  written  consent  of  the  Com¬ 
missioner. 

(c)  Mortgagors  owning  more  than  one 
property.  The  mortgagee  may  accept  a 
deed  in  lieu  of  foreclosure  in  compliance 
with  the  provisions  of  paragn^Ph  (a) 
from  an  Individual  who  owns  more  than 
one  property  which  Is  subject  to  a  mort¬ 
gage  Insured  or  held  by  the  FHA  If  the 
mortgagee  obtains  the  prior  written  con¬ 
sent  of  the  Commissioner. 

§  203.358  Direct  conveyance  of  prop¬ 
erty. 

In  acquiring  the  property  or  conveying 
the  property  to  the  Commissioner  the 
mortgagee  may  arrange  for  the  deed  to 
be  made  directly  to  the  Commissioner 
from  the  mortgagor  or  other  grantor. 
The  mortgagee  shall  be  responsible  for 
determining  that  such  conveyance  will 
comply  with  all  of  the  provisions  of  this 
part  conveying  good  marketable  title  and 
satisfactory  title  evidence. 

§  203.359  Time  of  conveyance  to  Com¬ 
missioner. 

After  acquiring  good  marketable  title 
to  and  possession  of  the  property  the 
mortgagee  shall  transfer  the  property  to 
the  Commissioner: 

(a)  Within  30  days  after  acquiring 
possession  of  the  mortgaged  property  by 
foreclosure  or  other  means;  or 

(b)  Within  such  further  time  as  may 
be  necessary  to  complete  the  title  exam¬ 
ination  and  perfect  the  title. 

§  203.360  Notice  of  property  transfer 
and  application  for  insurance  bene¬ 
fits. 

On  the  date  the  deed  is  filed  for  record 
the  mortgagee  shall  notify  the  Commis¬ 
sioner  on  a  form  prescribed  by  him  of  the 
filing  of  such  conveyance  and  shall  as¬ 
sign,  without  recotirse  or  warranty  any 
or  all  claims  which  the  mortgagee  has 
acquired  in  connection  with  the  mort¬ 
gage  transaction,  and  as  a  result  of  the 
foreclosure  proceedings  or  other  means 
by  which  the  mortgagee  acquired  or  con¬ 
veyed  such  property,  except  such  claims 
as  may  have  been  released  with  the  ap¬ 
proval  of  the  Commissioner. 
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§  203.361  AccepUmce  of  property  by 
Commissioner. 

Upon  receipt  of  notice  of  property 
transfer  the  Commissioner  shall  accept 
title  to  and  possession  of  the  property 
as  of  the  date  of  the  filing  for  record 
of  the  deed  to  the  Commissioner,  subject 
to  compliance  with  the  regulations  in 
this  part. 

§  203.362  Conditions  for  withdrawal  of 
application  for  insurance  benefits. 

With  the  consent  of  the  Commissioner, 
a  mortgagee  may  withdraw  an  applica¬ 
tion  for  insiuance  benefits  if  the  mort¬ 
gagee  agrees  that  it  will: 

(a)  Accept  a  reconveyance  of  the  prop¬ 
erty  imder  a  deed  which  warrants 
against  the  acts  of  the  Commissioner 
and  all  claiming  by,  through,  or  xmder 
him;  and 

(b)  Promptly  file  a  reconveyance  for 
record;  and 

(c)  Accept  without  contlntiation  the 
title  evidence  which  it  furnished  the 
Commissioner;  and 

(d)  Reimburse  the  Commissioner  for 
property  expenditures  as  set  forth  in 
S  203.364. 

§  203.363  Reconveyance  for  noncompli¬ 
ance  with  regulations. 

If,  for  any  reason,  the  mortgagee  fails 
to  comply'  with  the  regulations  in  this 
subpart,  the  Commissioner  may  hold 
processing  of  the  application  for  insur¬ 
ance  benefits  in  abeyance  for  a  reason¬ 
able  time  in  order  to  permit  the  mort¬ 
gagee  to  comply  or,  in  the  alternative, 
the  Commissioner  may  reconvey  title  to 
the  property  to  the  mortgagee  in  which 
event  the  application  for  insurance 
benefits  shall  be  considered  as  cancelled 
without  prejudice  to  the  rights  of  the 
mortgagee  to  reapply  for  insurance  bene¬ 
fits  at  a  subsequent  date. 

§  203.364  Mortgagee’s  liability  for 
property  expenditures. 

Where  the  Commissioner  acquires  a 
property  and  thereafter  it  becomes  nec¬ 
essary  for  the  Commissioner  to  reconvey 
the  property  to  the  mortgagee  because  of 
the  mortgagee’s  noncompliance  with 
these  regulations  or  because,  with  the 
consent  of  the  Commissioner,  the  appli¬ 
cation  for  insurance  benefits  is  with¬ 
drawn.  the  mortgagee  shall  reimburse 
the  Commissioner  for  all  expenses  in¬ 
curred  in  connection  with  such  acquisi¬ 
tion  and  reconveyance.  The  reimburse¬ 
ment  shall  Include  all  expenditures  made 
from  the  date  the  deed  to  the  Commis¬ 
sioner  was  filed  for  record  to  the  date  of 
reconveyance  of  the  property  to  the 
mortgagee,  after  appropriate  adjustment 
on  account  of  any  Income  received  from 
the  property. 

§  203.365  DooumenU  and  information 
to  be  furnished  Commisaioner. 

(a)  Items  to  he  furnished  Commis¬ 
sioner.  Within  45  days  after  the  deed 
Lb  filed  for  record,  the  mortgagee  shall 
forward  to  the  Commissioner: 

(1)  A  copy  of  the  deed  to  the  Com¬ 
missioner  which  has  been  filed  for  record 
and  the  title  evidence  continued  so  as 
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to  Include  recordation  of  the  deed.  The 
original  deed  shall  be  forwarded  as  soon 
as  received  from  the  recording  authority. 

(2)  Fiscal  data  pertaining  to  the 
mortgage  transaction. 

(3)  Receipts  covering  all  disburse¬ 
ments  as  required  by  the  fiscal  data 
form. 

(4)  Ledger  cards  covering  the  mort¬ 
gage  transaction. 

(5)  Any  additional  information  or 
data  which  the  Commissioner  may  re¬ 
quire. 

(b)  Items  to  he  retained  hy  mort¬ 
gagee.  The  mortgagee  shall  retain  all 
cash  amounts  held  or  deposited  for  the 
accoimt  of  the  mortgagor  or  to  which 
it  is  entitled  under  the  mortgage  trans¬ 
action  that  have  not  been  applied  in  re¬ 
duction  of  the  principal  mortgage  in¬ 
debtedness. 

§  203.366  Conveyance  of  marketable 
title. 

The  mortgagee  shall  tender  to  the 
Commissioner  a  satisfactory  conve3rance 
of  title  and  transfer  of  possession  of  the 
property.  The  deed  or  other  instru¬ 
ment  of  conveyance  shall  convey  good 
marketable  title  to  the  property,  which 
shall  be  accompanied  by  title  evidence 
satisfactory  to  ^e  Commissioner. 

§  203.367  Contents  of  deed  and  sup¬ 
porting  documents. 

The  deed  and  supporting  accompany¬ 
ing  doctunents  shaU  be  as  follows: 

(a)  Deed.  A  deed  conveying  the  prop¬ 
erty  to  the  Federal  Housing  Commis¬ 
sioner.  The  deed  shall: 

(1)  Contain  covenants  which  warrant 
title  against  acts  of  the  grantor,  and  all 
claiming  by,  through,  or  tmder  said 
grantor,  if  the  grantor  is  the  mortgagee 
or  mortgagor;  if  the  grantor  is  a  party 
other  than  the  mortgagee  or  mortgagor, 
the  special  warranty  covenants  may  be 
limited  or  amended  to  accord  with  the 
law  of  the  particular  jurisdiction. 

(2)  Recite  nominal  consideration,  if 
such  recital  is  adequate  imder  the  laws 
of  the  State  in  which  the  property  is 
located  or  such  other  consideration  as 
may  be  neccessary  to  support  the  deed. 

(b)  Maps  or  survey.  A  map  or  dia¬ 
gram  showing  property  location  with  ref¬ 
erence  to  public  streets  or  roads  or  a 
survey,  if  available.  When  a  part  of  the 
property  has  been  taken  by  condemna¬ 
tion  proceedings  or  conveyance  in  lieu 
of  condemnation,  a  map  or  diagram 
showing  the  part  taken  and  the  property 
remaining  is  required. 

(c)  Credit  documents.  The  original 
credit  and  security  Instruments,  if  avail¬ 
able  or  a  deficiency  judgment,  if  any. 
duly  assigned  or  endorsed  by  the  mort¬ 
gagee,  without  recourse,  to  the  Commis¬ 
sioner. 

Condition  or  Property 
§  203.375  Property  ronclition. 

(a)  When  the  property  is  transferred, 
or  a  mortgage  is  assigned  to  the  Com¬ 
missioner,  the  property  shall  be  undam¬ 
aged  by  fire,  earthquake,  fiood,  or  tor¬ 
nado,  except  as  set  forth  in  this  subpart. 
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(b)  The  mortgagee  shall  not  be  liable 
for  damage  to  the  property  by  waste  in 
connection  with  mortgage  insurance 
claims  paid  on  or  after  July  2,  1968. 

§  203.376  [Reserved] 

§  203.377,  [Reserved] 

§  203.378  [Reser\’ed] 

§  203.379  Adjustment  for  fire,  flood, 
earthquake  or  tornado  damage. 

If  the  property  has  been  damaged  by 
fire,  flood,  earthquake,  or  tornado,  such 
damage  shall  be  repaired  prior  to  con¬ 
veyance  of  the  property  to  the  Commis¬ 
sioner,  except  in  the  following  instances: 

(a)  If  toe  prior  approval  of  toe 
Commissioner  is  obtained,  the  damaged 
property  may  be  conveyed  to  him  or  toe 
mortgage  assigned  to  him  and  he  shall 
deduct  from  toe  Insurance  benefits  his 
estimate  of  toe  cost  of  repairing  such 
damage  or  any  Insurance  recovery  re¬ 
ceived  by  toe  mortgagee,  whichever 
amount  Is  toe  greater. 

(b)  If  toe  property  has  been  damaged 
by  fire  and  such  property  was  not  cov¬ 
ered  by  fire  insurance  at  the  time  of  the 
damage,  toe  mortgagee  may  convey  toe 
property  or  assign  toe  mortgage  to  the 
Commissioner  without  deduction  from 
the  insurance  benefits  for  any  loss  oc¬ 
casioned  by  such  fire  If  the  following 
conditions  are  met: 

(1)  The  property  shall  have  been 
covered  by  fire  Insurance  at  the  time  toe 
mortgage  was  insured. 

(2)  The  fire  insurance  shall  have  been 
later  canceled  or  renewal  shall  have  been 
refused  by  the  insuring  company. 

(3)  The  mortgagee  shall  have  noti¬ 
fied  toe  Commissioner  within  30  days  (or 
within  such  further  time  as  the  Commis¬ 
sioner  may  approve)  of  the  cancellation 
of  toe  fire  Insurance  or  of  toe  refusal  of 
the  insuring  company  to  renew  the  fire 
insurance.  This  notification  shall  have 
been  accompanied  by  a  certification  of 
the  mortgagee  that  diligent  efforts  were 
made,  but  it  was  unable  to  obtain  fire 
Insurance  coverage  at  reasonably  com¬ 
petitive  rates  and  that  it  will  continue  its 
efforts  to  obtain  adequate  fire  insurance 
coverage  at  competitive  rates. 

(c)  The  provisions  in  paragraph  (b)  of 
this  section  shall  be  applicable  with  re¬ 
spect  to  toe  Insurance  of  all  mortgages 
whether  insured  prior  to  May  8,  1968,  or 
Insured  on  or  after  such  date. 

§  203.380  Certificate  of  property  con¬ 
dition. 

The  mortgagee  shall  either  certify  that 
as  of  the  date  of  toe  filing  for  record  of 
the  deed,  or  assignment  of  the  mortgage 
to  the  Commissioner,  toe  property  was 
undamaged  by  fire,  flood,  earthquake, 
or  tornado,  or  shall  describe  the  damage 
to  such  property  resulting  from  such 
hazards  as  of  such  date.  In  the  absence 
of  evidence  to  the  contrary,  toe  mort¬ 
gagee’s  certificate  or  description  of  toe 
damage  shall  be  accepted  by  the  Com¬ 
missioner  as  establishing  the  condition 
of  the  property,  as  of  the  date  of  the 
filing  of  toe  de^  or  assignment  of  toe 
mortgage. 
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§  203.381  Occupancy  of  property. 

Unless  otherwise  approved  by  the  Com¬ 
missioner  toe  mortgagee  shall  certify 
that  toe  property  is  vsMsant  and  does  not 
contain  any  personal  property  as  of  toe 
date  of  toe  filing  for  record  of  toe  deed 
to  the  Commissioner.  This  section  shall 
not  apply  to  a  mortgage  assigned  to  the 
Commls^oner. 

§  203.382  Cancellation  of  hazard  insur¬ 
ance. 

The  mortgagee  shall  cancel  any  hazard 
Insurance  policy  as  of  toe  date  of  toe 
filing  for  record  of  the  deed  to  the  Com¬ 
missioner  subject  to  the  following  con¬ 
ditions: 

(a)  The  amount  of  toe  return  pre¬ 
mium  due  the  mortgagee  because  of  such 
cancellation  may  be  calculated  on  a 
“toort-rate”  basis  and  reported  on  fiscal 
data  supporting  toe  application  for 
debentures  and  toe  amount  shall  be  de¬ 
ducted  from  toe  total  amoimt  claimed. 

(b)  If  toe  mortgagee’s  calculation  of 
the  return  premium  is  less  than  the  ac¬ 
tual  return,  toe  amount  of  the  difference 
between  toe  actual  refund  and  toe  cal- 
ciQated  amount  shall  be  remitted  to  toe 
Commissioner,  accompanied  by  the  car¬ 
rier’s  or  agent’s  statement. 

(c)  If  toe  mortgagee’s  calculation  of 
the  return  premium  is  more  than  toe 
actual  return,  toe  mortgagee  may  file 
with  toe  Commissioner  a  claim,  sup¬ 
ported  by  toe  carrier’s  or  agent’s  state¬ 
ment  of  toe  amount  of  toe  refund, 
whereupon  the  Cbmmissloner  shall  Issue 
a  check  to  the  mortgagee  in  settlement 
of  the  claim. 

Property  Title  Transfers  and  ’Title 
Waivers 

§  203.385  Types  of  satisfactory  title 
evidence. 

The  following  types  of  title  evidence 
shall  be  satisfactory  to  the  Commis¬ 
sioner: 

(a)  Fee  or  owner’s  title  policy.  A  fee 
or  owner’s  policy  of  title  Insurance,  a 
guaranty  or  guarantee  of  title,  or  a 
certificate  of  title.  Issued  by  a  title  com¬ 
pany,  duly  authorized  by  law  and  quali¬ 
fied  by  experience  to  issue  such  instru¬ 
ments.  If  an  owner’s  policy  of  title 
Insurance  is  furnished,  it  shall  show  title 
in  toe  Commissioner  and  inure  to  the 
benefit  of  his  successors  in  office. 

(b)  Mortgagees  policy  of  title  insur¬ 
ance.  A  mortgagee’s  policy  of  title  In- 
smance  supplemented  by  an  Abstract 
and  an  Attorney’s  Certificate  of  Title 
covering  toe  period  subsequent  to  toe 
date  of  the  mortgage,  toe  terms  of  toe 
policy  shall  be  such  that  the  liability  of 
toe  title  company  will  continue  in  favor 
of  the  Commissioner  after  title  is  con¬ 
veyed  to  him.  The  policy  may  be  dmwn 
In  favor  of  toe  mortgagee  and  the  Fed¬ 
eral  Housing  Commissioner,  "as  their 
Interests  may  appear’’,  with  toe  consent 
of  toe  title  (ximpany  endorsed  thereon; 

(c)  Abstract  and  legal  opinion.  An 
abstract  of  title  prepared  by  an  abstract 
company  or  individual  engaged  in  the 
business  of  preparing  abstracts  of  title 
and  accompanied  by  toe  legal  opinion  as 


to  toe  quality  of  such  title  signed  by  an 
attorney  at  law  experienced  in  examlna- 
iion  of  titles.  If  title  evidence  consists 
of  an  Abstract  and  an  Attorney’s  Certif¬ 
icate  of  Title,  toe  search  shall  extend 
for  at  least  forty  years  prior  to  toe  date 
of  toe  Certificate  to  a  well  recognized 
soimce  of  good  title; 

(d)  Torrens  of  similar  certificate.  A 
Torrens  or  similar  title  certificate;  or 

(e)  Title  standard  of  U.S.  or  state 
government.  Evidence  of  title  conform¬ 
ing  to  toe  standards  of  a  supervising 
branch  of  toe  Government  of  the  United 
States  or  of  any  State  or  Territory 
thereof. 

§  203.386  Coverage  of  title  evideneer 

Evidence  of  title  shaU  be  executed  as 
of  a  date  to  Include  the  recordation  of 
toe  deed  to  toe  Commissioner.  ’The  evi¬ 
dence  of  title  shall  show  that  according 
to  the  public  records,  there  are  not,  at 
such  date,  any  outstanding  prior  liens, 
including  any  past-due  and  unpaid 
groimd  rents,  general  taxes  or  special 
assessments. 

§  203.387  Acceptability  of  customary 
title  evidence. 

If  the  title  and  title  e\idence  are  such 
as  to  be  acceptable  to  prudent  lending 
institutions  and  leading  attorneys  gen¬ 
erally  in  toe  community  in  which  toe 
property  is  situated,  such  title  and  title 
evidence  shall  be  satisfactory  to  toe 
Commissioner  and  shall  be  considered  by 
him  as  good  and  marketable. 

§  203.389  Waived  title  objections. 

’The  Commissioner  shall  not  object  to 
title  by  reason  of  toe  following  matters: 

(a)  Violations  of  a  restriction  based 
on  race,  color  or  creed,  even  where  such 
restriction  provides  for  a  penalty  of 
reversion  or  forfeiture  of  title  or  a  lien 
for  liquidated  damage. 

(b)  (1)  Customary  easements  for 
public  utilities,  party  walls,  driveways, 
and  other  purposes. 

(2)  Easements  for  public  utilities 
along  one  or  more  of  toe  property  lines 
and  extending  not  more  than  10  feet 
therefrom  and  for  drainage  or  irrigation 
ditches  along  the  rear  10  feet  of  the 
property,  provided  the  exercise  of  the 
rights  toereimder  do  not  interfere  with 
any  of  toe  buildings  or  improvements  lo¬ 
cated  on  toe  subject  property. 

(c)  Easements  for  imdergroimd  con¬ 
duits  which  are  in  place  and  do  not  ex¬ 
tend  under  any  buildings  on  toe  subject 
property; 

(d)  Mutual  easements  for  joint  drive¬ 
ways  constructed  partly  on  the  subject 
property  and  partly  on  adjoining  prop¬ 
erty.  provided  toe  agreements  creating 
such  easements  are  of  record; 

(e)  Ekicroachments  on  toe  subject 
property  by  Improvements  on  adjoining 
property  where  such  encroachments  do 
not  exceed  1  foot,  provided  such  en¬ 
croachments  do  not  touch  any  buildings 
or  Interfere  with  the  use  of  any  improve¬ 
ments  on  the  subject  property; 

(f)  Encroachments  on  adjoining 
property  by  eaves  and  overhanging  pro¬ 
jections  attached  to  Improvements  on 
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subject  property  where  such  encroach¬ 
ments  do  not  exceed  1  foot. 

(g)  Encroachments  on  adjoining  prop¬ 
erty  by  hedges,  wooden  or  wire  fences 
belonging  to  the  subject  property; 

(h)  Encroachments  on  adjoining  prop¬ 
erty  by  driveways  belonging  to  subject 
property  where  such  encroachments  do 
not  exceed  1  foot,  provided  there  exists 
a  clearance  of  at  least  8  feet  between  the 
buildings  on  the  subject  property  and 
the  property  line  affected  by  the 
encroachment: 

(1)  Variations  between  the  length  of 
the  subject  property  lines  as  shown  on 
the  application  for  Insurance  and  as 
shown  by  the  record  or  possession  lines, 
provided  such  "variations  do  not  Inter¬ 
fere  with  the  use  of  any  of  the  Improve¬ 
ments  on  the  subject  property  and  do  not 
involve  a  deficiency  of  more  than  2  per¬ 
cent  with  respect  to  the  length  of  the 
front  line  or  more  than  5  percent  with 
respect  to  the  length  of  any  other  line; 

(j)  Encroachments  by  garages  or  Im¬ 
provements  other  than  those  which  are 
attached  to  or  a  portion  of  the  msdn 
dwelling  structure  over  easements  for 
public  utilities,  provided  such  encroach¬ 
ment  does  not  interfere  with  the  use  of 
the  easement  or  the  exercise  of  the  rights 
of  repair  and  maintenance  in  connection 
therewith: 

(k)  Violations  of  cost  or  set  back  re¬ 
strictions  which  do  not  provide  a  penalty 
of  reversion  or  forfeiture  of  title,  or  a 
lien  for  liquidated  damages  which  may 
be  superior  to  the  lien  of  the  Insured 
mortgage.  Violations  of  such  restric¬ 
tions  which  do  provide  for  such  pen¬ 
alties,  provided  such  penalty  rights  have 
been  duly  released  or  subordinated  to  the 
lien  of  the  Insured  mortgage,  or  provided 
a  policy  of  title  Insurance  Is  furnished 
expressly  insuring  the  Commissioner 
against  loss  by  reason  of  such  penalties. 

(l)  Customary  building  and  use  re¬ 
strictions  which: 

(1)  Are  coupled  with  a  reversionary 
clause,  provided  there  has  been  no  viola¬ 
tion  prior  to  the  date  of  the  deed  to  the 
Com^ssioner;  or 

(2)  Are  not  coupled  with  a  reversion¬ 
ary  clause  and  have  not  been  violated  to 
a  material  extent. 

(m)  Outstanding  oil,  water  or  mineral 
rights  (or  damage  caused  by  the  exer¬ 
cise  of  such  rights)  which  are  custom¬ 
arily  waived  by  prudent  leading  insti¬ 
tutions  and  leading  attorneys  in  the 
commimlty. 

(n)  The  voluntary  or  involuntary  con¬ 
veyance  of  a  part  of  the  subject  property 
pursuant  to  condemnation  procee^ngs 
or  in  lieu  of  condemnation  proceedings, 
if: 

( 1 )  The  part  conveyed  does  not  exceed 
10  percent  by  area  of  the  property; 

(2)  No  damage  to  existing  structures, 
improvements,  or  unrepaired  damage  to 
sewage,  water,  or  paving  has  been  suf¬ 
fered: 

(3)  All  of  the  payment  received  as 
compensation  for  the  taking  by  con¬ 
demnation  or  conveyance  In  lieu  of  con¬ 
demnation  has  been  applied  to  reduction 
of  the  mortgage  Indebtedness; 
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(4)  The  conveyance  occurred  subse¬ 
quent  to  insurance  of  the  mortgage;  and 

(5)  There  is  included  with  the  docu¬ 
ments  and  information  furnished  the 
Commissioner  with  the  application  for 
insurance  benefits,  a  statement  by  the 
mortgagee  that  the  requirements  of  this 
paragraph  have  been  met. 

§  203.390  Vaivcr  of  lille — morlpages  or 
properly  formerly  held  by  the 
Seerelary. 

(a)  Mortgages  sold  by  the  Secretary. 
(1)  If  the  Secretary  sells  a  mortgage  and 
such  mortgage  is  later  reassigned  to  him 
or  the  property  covered  by  such  mortgage 
is  later  conveyed  to  him,  he  will  not  ob¬ 
ject  to  title  by  reason  of  any  lien  or 
other  adverse  interest  that  was  senior  to 
the  mortgage  on  the  date  of  the  original 
sale  of  such  mortgage. 

(2)  The  Secretary  will  accept  an  as¬ 
signment  of  a  mortgage  previously  sold 
by  him,  where  the  mortgagee  is  imable  to 
complete  foreclosure  because  of  a  defect 
in  the  mortgage  instrument,  a  defect  In 
the  mortgage  transaction,  or  a  defect  in 
title  which  existed  at  or  prior  to  the  time 
the  mortgage  assignment  was  filed  for 
record.  In  such  Instances,  the  Secretary 
will  not  object  to  title  by  reason  of  any 
such  defect. 

(b)  Property  sold  by  the  Secretary. 
(1)  If  a  property  held  by  the  Secretary  is 
sold  by  him  and  he  insures  a  mortgage 
financing  such  sale,  and  such  mortgage 
IS  later  reassigned  to  him  or  the  property 
covered  by  such  mortgage  is  later  con¬ 
veyed  to  him,  he  will  not  object  to  title 
by  reason  of  any  lien  or  other  adverse 
interest  that  was  senior  to  the  mortgage 
on  the  date  such  mortgage  was  filed  for 
record. 

(2)  The  Secretary  will  accept  an  as¬ 
signment  of  a  mortgage  executed  in  con¬ 
nection  with  the  sale  of  property  by  him, 
where  the  mortgagee  is  unable  to  com¬ 
plete  foreclosure  because  of  a  defect  in 
the  mortgage  instrument,  a  defect  In 
the  mortgage  transaction,  or  a  defect  in 
title  which  existed  at  or  prior  to  the  time 
the  mortgage  was  filed  for  record.  In 
such  instances,  the  Secretary  will  not 
object  to  title  by  reason  of  any  such 
defect. 

§  203.391  Title  objection  waiver  with 
reduced  insurance  benefits. 

Payment  of  an  insurance  claim  will 
not  be  refused  solely  because  the  title 
evidence  ^reveals  a  condition  of  title  not 
taken  into  consideration  in  the  original 
appraisal  and  not  covered  by  the  pro¬ 
visions  of  S  203.389,  or  not  otherwise 
waived  in  writing  by  the  Commissioner. 
In  such  instances,  the  claim  will  be  paid 
if  the  mortgEigee  agrees  to  accept  a  re¬ 
duction  in  insurance  benefits  considered 
adequate  by  the  Commissioner  to  com¬ 
pensate  for  any  anticipated  loss  to  the 
Mutual  Mortgage  Insurance  Fund  as  a 
result  of  the  existence  of  the  title  con¬ 
dition  at  the  time  of  claim. 

Payment  op  Insurance  Benefits 
§  203.400  Method  of  payment. 

If  the  application  for  Insurance  bene¬ 
fits  is  acceptable  to  the  Commissioner, 
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payment  of  the  insurance  claim  shall  be 
made  in  cash,  in  debentures  or  in  a  com¬ 
bination  of  both,  as  determined  by  the 
Commissioner  at  the  time  of  payment, 
except  that  w'here  the  mortgage  is  in¬ 
sured  pursuant  to  section  223(e)  of  the 
Act  such  claim  shall  be  paid  in  cash  from 
the  Special  Risk  Insurance  Fund,  unless 
the  mortgagee  files  a  written  request 
with  the  application  for  payment  in  de¬ 
bentures.  If  such  a  request  is  made,  the 
items  as  set  forth  in  S  203.403. 

§  203.401  .4nioiint  of  payinrnl — con¬ 
veyed  properties. 

The  amount  of  the  insurance  benefits 
shall  be  determined  by  adding  to  the 
original  principal  of  the  mortgage  (as 
Increased  by  the  amount  of  open-end  ad¬ 
vances  made  by  the  mortgagee  and  ap¬ 
proved  by  the  Commissioner)  which  was 
unpaid  on  the  date  of  the  institution  of 
foreclosure  proceedings,  on  the  date  of 
the  acquisition  of  the  property  otherwise 
after  default,  or  on  the  date  the  property 
was  acquired  by  the  Commissioner  un¬ 
der  a  direct  conveyance  by  the  mort¬ 
gagor,  the  amount  of  all  payments  made 
by  the  mortgragee  and  allowances  for 
items  as  set  forth  in  9  203.402,  less  all 
items  as  set  forth  in  9  203.403. 

§  203.402  Items  Included  in  payment — 
conveyed  properties. 

The  insurance  benefits  paid  in  con¬ 
nection  with  properties  conveyed  to  the 
Commissioner  shall  include  the  follow¬ 
ing  items: 

(a)  Taxes,  groimd  rent  and  water 
rates,  which  are  liens  prior  to  the 
mortgage; 

(b)  Special  assessments,  which  are 
noted  on  the  application  for  insurance 
of  which  become  liens  after  the  insur¬ 
ance  of  the  mortgage; 

(c)  Hazard  Insurance  on  the  mort¬ 
gaged  property: 

(d)  MEP  or  open-end  insurance 
charges; 

(e)  Taxes  Imposed  upon  any  deeds  or 
other  Instruments  by  which  said  prop¬ 
erty  was  acquired  by  the  mortgagee  and 
transferred  or  conveyed  to  the  Conunls- 
sloner: 

(f)  Foreclosure  costs  or  costs  of  acquir¬ 
ing  the  property  otherwise  (including 
costs  of  acquiring  the  property  by  the 
mortgagee  and  of  conveying  and  evidenc¬ 
ing  title  to  the  property  to  the  Secretary) 
actually  paid  by  the  mortgagee  and  ap¬ 
proved  by  the  Commissioner,  in  an 
amount  not  in  excess  of  two-thirds  of 
such  costs  or  $75,  whichever  is  the 
greater.  Where  the  foreclosure  Involves 
a  mortgage  sold  by  the  Secretary  on  or 
after  August  1,  1969,  or  a  mortgage  ex¬ 
ecuted  in  connection  with  the  sale  of 
property  by  the  Secretary  on  or  after 
such  date,  the  mortgagee  shall  be  reim¬ 
bursed  (in  addition  to  the  amoimt  deter¬ 
mined  under  the  foregoing)  for  any 
extra  costs  Incurred  in  the  foreclosure  as 
a  result  of  a  defect  in  the  mortgage  In- 
stnunent,  or  a  defect  in  the  mortgage 
transaction  or  a  defect  in  title  which 
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existed  at  or  prior  to  the  time  the  mort¬ 
gage  (or  its  assignment  by  the  Secre¬ 
tary)  was  filed  for  record.  If  the  mort¬ 
gagee  establishes  to  the  satisfaction  of 
the  Commissioner  that  such  extra  costs 
are  over  and  above  those  customarily 
Incurred  in  the  area. 

(g)  Reasonable  payments  made  by  the 
mortgagee,  with  the  approval  of  the 
Commissioner,  for  the  purpose  of  pro¬ 
tecting,  operating,  or  preserving  the 
property; 

(h)  Any  imcollected  mortgage  Interest 
allowed  pursuant  to  an  approved  for¬ 
bearance  plan; 

(I)  An  amoimt  which  the  Commis¬ 
sioner  finds  to  be  sufficient  to  compen¬ 
sate  the  mortgagee  for  any  loss  which  It 
may  have  sustained  on  account  of  in¬ 
terest  on  debentures  and  the  payment  of 
any  MIP  and  open-end  insurance  charge 
by  reason  of  Its  having  postponed  the 
institution  of  foreclosure  proceedings  or 
the  acquisition  of  the  prc^rty  by  other 
means  under  a  mortgage  to  which  the 
provisions  of  sections  302  and  306  of  the 
Soldiers’  and  Sailors’  Civil  Relief  Act  of 
1940,  as  amended,  apply  during  any  part 
or  all  of  the  period  of  the  mortgagor’s 
military  service  and  three  months  there¬ 
after. 

(J)  Charges  for  the  administration, 
oi>eration,  maintenance  or  repair  of 
community-owned  property  or  the  main¬ 
tenance  and  repair  of  the  mortgaged 
property  paid  by  the  mortgagee  with 
respect  to  which  It  certifies  to  the  Com¬ 
missioner  that  payment  was  made  for 
the  purpose  of  discharging  an  obligation 
aits^  out  of  a  covenant  filed  for  record 
and  approved  by  the  Commissioner  prior 
to  the  insurance  of  the  mortgage. 

(k)  An  amount  equivalent  to  the  de¬ 
benture  Interest  which  would  have  been 
earned  on  the  portion  of  the  Insurance 
benefits  paid  In  cash,  as  of  the  date  such 
payment  Is  made,  except  that  when  the 
mortgagee  fails  to  meet  any  one  of 
the  applicable  requirements  of  §§  203.355, 
203,356,  203.359,  203.360,  and  203.365  of 
this  chapter  within  the  specified  time 
and  in  a  manner  satisfactory  to  the  Com¬ 
missioner  (or  within  such  fiuther  time 
as  the  Commissioner  may  approve  In 
writing),  the  Interest  allowance  In  such 
cash  payment  shall  be  computed  only 
to  the  date  on  which  the  particular  re¬ 
quired  action  shoxild  have  been  taken 
or  to  which  it  was  extended. 

§  203.403  Items  deducted  from  pay¬ 
ment-conveyed  properties. 

There  shall  be  deducted  from  the  total 
of  the  added  items  in  §§  203.401  and 
203.402  the  following  cash  items: 

(a)  All  amoimts  received  by  the  mort¬ 
gagee  on  accoimt  of  the  mortgage  after 
the  institution  of  foreclosure  proceed¬ 
ings  or  the  acquisition  of  the  property  by 
direct  conveyance  or  otherwise  after 
default. 

(b)  All  amoimts  received  by  the  mort¬ 
gagee  from  any  source  relating  to  the 
property  on  account  of  rent  or  other 
income  after  deducting  reasonable  ex¬ 
penses  Incurred  In  handling  the  property. 

(c)  All  cash  retained  by  the  mortgagee 
Including  amounts  held  or  deposited  for 
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the  account  of  the  mortgagor  or  to 
which  it  is  entitled  under  the  mortgage 
transaction  that  have  not  been  applied 
in  reduction  of  the  principal  mortgage 
indebtedness. 

§  203.404  Amount  of  payment — as¬ 
signed  mortgages. 

Upon  an  acceptable  assignment  of  a 
mortgage,  the  Commissioner  shall  pay 
to  the  mortgagee  the  unpaid  principal 
balance  of  the  loan  at  the  time  of  assign¬ 
ment  and  an  amount  determined  by: 

(a)  Adding  the  following  items: 

(1)  Any  accrued  and  unpaid  mortgage 
Interest. 

(2)  Any  advances  made  under  the 
mortgage  and  approved  by  the  Com¬ 
missioner. 

(3)  Reimbursement  for  such  costs  and 
attorney’s  fees  as  the  Commissioner  finds 
were  properly  Incurred  <n  connection 
with  the  defaulted  mortgage  and  its  as¬ 
signment  to  the  Commissioner. 

(4)  An  amount  equivalent  to  the  de¬ 
benture  Interest  which  would  have  been 
earned  on  the  portion  of  the  Insurance 
benefits  paid  in  cash,  as  of  the  date  such 
payment  is  made,  except  that  when  the 
mortgagee  falls  to  meet  any  one  of  the 
requirements  of  S§  203.350a,  203.351,  and 
203.353  of  this  chapter  within  the  speci¬ 
fied  time  and  in  a  manner  satlsfactoir  to 
the  Commissioner  (or  within  such  fur¬ 
ther  time  as  the  Commissioner  may  ap¬ 
prove  in  writing) ,  the  Interest  allowance 
in  such  cash  payment  shall  be  computed 
only  to  the  date  on  which  the  particular 
required  action  should  have  been  taken 
or  to  which  it  was  extended. 

(b)  Deducting  all  cash  retained  by  the 
mortgagee.  Including  amounts  held  or 
deposited  for  the  account  of  the  mort¬ 
gagor  or  to  which  it  Is  entitled  imder 
the  mortgage  transaction  that  have  not 
been  applied  in  reduction  of  the  principal 
mortgage  indebtedness. 

§  203. 40S  Debenture  interest  rate. 

Debentures  shall  bear  Interest  from 
the  date  of  issue,  payable  semiannually 
on  the  first  day  of  January  and  the  first 
day  of  July  of  each  year  at  the  rate  in 
effect  as  of  the  date  the  commitment  was 
issued,  or  as  of  the  date  the  mortgage 
was  endorsed  for  Insurance,  whichever 
rate  is  the  higher.  ’The  following  interest 
rates  are  effective  for  the  dates  listed: 


Effective  rate  (percent) 

On  or  after— 

Prior  to— 

4«« . 

.  Jan. 

1,19«7 

Jan. 

1, 19m 

. 

.  Jan. 

1, 1U68 

July 

1,19«9 

. 

.  July 

1, 19A() 

Jan. 

1,1970 

.  Jan. 

Liwo 

July 

i;i970 

. 

..  July 

1,1970 

Jan. 

1,1971 

. 

.  Jan. 

1,1971 

July 

1,1971 

6ii . 

.  July 

i;i971 

§  203.406  Maturity  of  debentures. 

Debentures  shall  mature  20  years  from 
the  date  of  issue. 


§  203.407  Registration  of  debentures. 

Debentures  shall  be  registered  as  to 
principal  and  interest. 

§  203.408  Denomination  of  debentures. 

Debentures  are  available  in  denomi¬ 
nations  of  $50,  $100,  $500,  $1,000,  $5,000, 


and  $10,000.  The  Commissioner  shall  is¬ 
sue  debentures  In  the  largest  available 
denmninations  unless  otherwise  re¬ 
quested  by  the  mortgagee. 

§  203.409  Redemption  of  debentures. 

Debentures  shall,  at  the  option  of  the 
Commissioner  and  with  the  approval  of 
the  Secretary  of  the  Treasury,  be  re¬ 
deemable  at  par  plus  accrued  interest  on 
any  semiannual  interest  payment  date  on 
three  months’  notice  of  redemption  given 
in  such  manner  as  the  Commissioner 
shall  prescribe.  The  debenture  interest 
on  the  debentures  called  for  redemption 
shall  cease  on  the  semiannual  interest 
payment  date  designated  in  the  call  no¬ 
tice.  The  Commissioner  may  include 
with  the  notice  of  redemption  an  offer  to 
purchase  the  debentures  at  par  plus  ac¬ 
crued  Interest  at  any  time  during  the 
period  between  the  notice  of  redemption 
and  the  redemption  date.  If  the  deben¬ 
tures  are  purchased  by  the  Commissioner 
after  such  call  and  prior  to  the  named 
redemption  date,  the  debenture  interest 
shall  cease  on  the  date  of  purchase. 

§  203.410  Issue  date  of  debentures. 

(a)  Conveyed  properties.  Where  the 
property  is  conveyed  to  the  Commis¬ 
sioner,  debentures  shall  be  dated: 

(1)  If  issued  prior  to  September  2, 
1964,  or  Issued  on  or  after  such  date  and 
a  certificate  of  claim  is  also  issued,  as  of 
one  of  the  dates  as  follows: 

(1)  The  foreclosure  proceedings  were 
instituted; 

(11)  ’The  property  was  otherwise  ac¬ 
quired  by  the  mortgagee  after  default;  or 

(Hi)  ’The  property  was  acquired  by  the 
Commissioner,  if  directly  conveyed  to  the 
Commissioner  from  the  mortgagor, 

(2)  If  Issued  on  or  after  September  2. 
1964,  and  a  certificate  of  claim  is  not 
Issued,  as  of  the  date  of  default  as  de¬ 
fined  in  this  part. 

(3)  As  of  the  applicable  date  specified 
in  subparagraph  (1),  if  the  insurance 
settlement  includes  an  allowance  for  im¬ 
collected  interest  pursuant  to  §  203.341. 

(b)  Assigned  mortgages.  Where  the 
mortgage  is  assigned  to  the  Commis¬ 
sioner,  debentures  shall  be  dated  as  of 
the  date  of  the  assignment. 

§  203.411  Ca«h  adjustment. 

Any  difference  of  less  than  $50  between 
the  amount  of  debentures  to  be  Issued 
to  the  mortgagee  and  the  total  amount 
of  the  mortgagee’s  claim,  as  approved  by 
the  Commissioner,  shall  be  adjusted  by 
the  issuance  of  a  check  in  payment 
tiiereof. 

Certificate  of  Claim 

§  203.415  Delivery  of  certificate  of 
claim. 

(a)  If  the  mortgage  was  accepted  for 
insurance  pursuant  to  a  commitment  is¬ 
sued  prior  to  September  2,  1964,  the 
mortgagee  may,  by  filing  a  written  re¬ 
quest  with  the  application  for  deben¬ 
tures,  receive  in  addition  to  the  deben¬ 
tures  and  the  cash  adjustment  check,  a 
certificate  of  claim  issued  in  accordance 
with  section  204(e)  of  the  Act.  TTils 
certificate  shall  become  payable  (If  at 
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all)  as  prescribed  in  section  204(f)  of 
the  Act. 

(b)  If  the  mortgage  was  accepted  for 
insurance  pursuant  to  a  commitment  is¬ 
sued  on  or  after  September  2,  1964,  no 
certificate  of  claim  shall  be  Issued. 

§  203.416  Amount  and  items  of  certifi¬ 
cate  of  claim. 

The  certificate  shall  be  for  an  amount 
which  the  Commissioner  determines  to 
be  sufficient  to  pay  all  amounts  due  un¬ 
der  the  mortgage  and  not  covered  by  the 
amount  of  debentures  and  cash  adjust¬ 
ment  check.  The  certificate  shall  in¬ 
clude  a  reasonable  amount  for  necessary 
expenses  incurred  by  the  mortgagee  in 
connection  with  the  foreclosure  proceed¬ 
ings  or  the  acquisition  of  the  mortgaged 
property  otherwise  and  the  conveyance 
thereof  to  the  Commissioner,  Including 
reasonable  attorneys’  fees,  unpaid  inter¬ 
est,  and  cost  of  repairs  to  the  property 
made  by  the  mortgagee  to  remedy  the 
waste. 

§  203.417  Rate  of  interest  of  certificate 
of  claim. 

Each  certificate  of  claim  shall  provide 
that  there  shall  accrue  to  the  holder 
thereof  with  respect  to  the  face  amount 
of  such  certificate,  an  increment  at  the 
rate  of  3  percent  per  annum. 

Mutual  Mortgage  Insurance  Fund  and 
Distributive  Shares 

§  203.420  Nature  of  Mutual  Mortgage 
Insurance  Fund. 

The  Mutual  Mortgage  Insurance  Fund 
shall  consist  of  the  General  Surplus  Ac¬ 
count  and  the  Participating  Reserve 
Account. 

§  203.421  Allocation  of  Mutual  Mort¬ 
gage  Insurance  Fund  income  or  loss. 

For  any  semiannual  period  in  which 
Mutual  Mortgage  Insurance  operations 
shall  result  in  a  net  income,  or  loss,  the 
Commissioner  shall  allocate  such  net 
income  or  such  loss  to  the  General  Sur¬ 
plus  Account  and/or  to  the  Participating 
Reserve  Account  as  he  may  determine  to 
be  in  accord  with  soimd  actuarial  and 
accounting  practice.  In  determining  net 
Income  or  loss  the  Commissioner  shall 
take  into  consideration  all  income  re¬ 
ceived  from  fees,  premiums  and  earnings 
on  investments  of  the  fund,  operating 
expenses  and  provision  for  losses  of  the 
fund. 

§  203.422  Right  and  liability  under 
Mutual  Mortgage  Insurance  Fund. 

No  mortgagor  or  mortgagee  shall  have 
any  vested  right  in  a  credit  balance  in 
either  the  General  Surplus  Account  or 
the  Participating  Reserve  Account.  No 
mortgagor  or  mortgagee  shall  be  subject 
to  any  liability  arising  under  the  mutu¬ 
ality  of  the  Mutual  Mortgage  Insurance 
Fund. 

§  203.423  Distribution  of  distributive 
•hares. 

In  the  event  the  contract  of  insurance 
is  terminated  by  reason  of  payment  in 
full  of  the  mortgage  or  by  volimtary 
termination  approved  by  the  Commls- 
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sioner,  the  Commissioner  may  distribute 
to  the  mortgagor  a  share  of  the  Partici¬ 
pating  Reserve  Accoimt  in  such  manner 
and  amoimt  as  the  Commissioner  shall 
determine  to  be  equitable  and  in  ac¬ 
cordance  with  sound  actuarial  and  ac¬ 
counting  practice. 

§  203.424  Maximum  amount  of  distribu¬ 
tive  shares. 

In  no  event  shall  a  distributive  share 
of  the  Participating  Reserve  Account  ex¬ 
ceed  the  aggregate  scheduled  annual 
premiums  of  the  mortgagor  to  the  year 
of  termination  of  the  insurance. 

§  203.425  Finality  of  determination. 

The  determination  of  the  Commis¬ 
sioner  as  to  the  amount  to  be  paid  to  any 
mortgagor  from  the  Mutual  Mortgage 
Insurance  Fund  shall  be  final  and 
conclusive. 

§  203.426  Inapplicability  to  bousing  in 
older  declining  urban  areas. 

The  provisions  of  §§  203.420  through 
203.425  shall  not  apply  to  mortgages 
financing  housing  in  declining  urban 
areas  meeting  the  requirements  of 
§  203.43a. 

Sale,  Assignment  and  Pledge  of  Insured 
Mortgage 

§  203.430  Sale  of  interests  in  insured 
mortgages. 

No  mortgagee  may  sell  or  otherwise 
dispose  of  any  insured  mortgage,  or 
group  of  insured  mortgages,  or  any  par¬ 
tial  interest  in  such  mortgage  or  mort¬ 
gages  by  means  of  any  agreement,  ar¬ 
rangement  or  device  except  pursuant 
to  this  subpart. 

§  203.431  Sale  of  insured  mortgage  to 
approved  mortgagee. 

An  insured  mortgage  may  be  sold  to 
another  approved  mortgagee.  Upon 
such  sale  both  the  seller  and  the  buyer 
shall  notify  the  Commissioner  within  30 
days,  on  a  foim  prescribed  by  the 
Commissioner. 

§  203.432  Effect  of  sale  of  insured 
mortgage. 

When  an  Insured  mortgage  is  sold  to 
another  approved  mortgagee,  the  buyer 
shall  thereupon  succeed  to  all  the  rights 
and  become  bound  by  all  the  obligations 
of  the  seller  under  the  contract  of  in¬ 
surance  and  the  seller  shall  be  released 
from  its  obligations  under  the  contract 
of  Insurance. 

§  203.433  Assignments,  pledges  and 
transfers  by  approved  mortgagee. 

(a)  An  assignment,  pledge,  or  transfer 
of  an  Insured  mortgage  or  group  of  in¬ 
sured  mortgages,  not  constituting  a  final 
sale,  may  be  made  by  an  approved  mort¬ 
gagee  to  another  approved  mortgagee 
provided  the  following  requirements  are 
met: 

(1)  The  assignor,  pledgor  or  transferor 
shall  remain  the  mortgagee  of  record. 

(2)  The  Commissioner  shall  have  no 
obligation  to  recognize  or  deal  with  any 
party  other  than  the  mortgagee  of  record 
with  respect  to  the  rights,  benefits  and 
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obligations  of  the  mortgagee  under  the 
contract  of  insurance. 

(b)  An  assignment  or  transfer  of  an 
insured  mortgage  or  group  of  insured 
mortgages  may  be  made  by  an  approved 
mortgagee  to  other  than  an  approved 
mortgagee  provided  the  requirements 
under  paragraph  (a)  (1)  and  (2)  are 
met  and  the  following  additional  require¬ 
ments  are  met: 

(1)  The  assignee  or  transferee  shall 
be  a  corporation,  trust  or  organization 
(including  but  not  limited  to  any  pension 
trust  or  profit-sharing  plan)  which  cer¬ 
tifies  to  the  approved  mortgagee  that: 

(1)  It  has  assets  of  $100,000  or  more; 
and 

(li)  It  has  lawful  authority  to  hold 
an  insured  mortgage  or  group  of  insured 
mortgages. 

(2)  The  assignment  or  transfer  shall 
be  made  pursuant  to  an  agreement  imder 
which  the  transferor  or  assignor  is  ob¬ 
ligated  to  take  one  of  the  following  al¬ 
ternate  courses  of  action  within  1  year 
from  the  date  of  the  assignment  or  with¬ 
in  such  additional  period  of  time  as  may 
be  approved  by  the  Commissioner: 

(i)  The  transferor  or  assignor  shall 
repurchase  and  accept  a  reassignment 
of  such  mortgage  or  group  of  mortgages. 

(il)  The  transferor  or  assignor  shall 
obtain  a  sale  and  transfer  of  such  mort¬ 
gage  or  group  of  mortgages  to  an  ap¬ 
proved  mortgagee. 

(c)  Notice  to  or  approval  of  the  Com¬ 
missioner  is  not  required  in  connection 
with  assignments,  pledges  or  transfers 
pursuant  to  this  section. 

(Sec.  207,  52  Stat.  16,  as  amended;  12  U.S.C. 
1713) 

§  203.434  Derlaration  of  trust. 

A  sale  of  a  beneficial  Interest  in  a 
group  of  Insured  mortgages,  where  the 
interest  to  be  acquired  is  related  to  all 
of  the  mortgages  as  an  entirety,  rather 
than  an  interest  in  a  specific  mortgage, 
shall  be  made  only  pursuant  to  a  decla¬ 
ration  of  trust,  which  has  been  approved 
by  the  Commissioner  prior  to  any  such 
sale. 

§  203.435  Transfers  of  partial  interests. 

A  partial  interest  in  an  insured  mort¬ 
gage  may  be  transferred  under  a  partici¬ 
pation  agreement  without  obtaining  the 
approval  of  the  Commissioner,  if  the 
folloi^ing  conditions  are  met: 

(a)  Principal  mortgagee.  The  insured 
mortgage  shall  be  held  by  an  approved 
mortgagee  which,  for  the  purposes  of 
this  section,  shall  be  referred  to  as  the 
“principal  mortgagee”. 

(b)  Interest  of  principal  mortgagee. 
The  principal  mortgagee  shall  retain  and 
hold  for  its  own  account  a  financial  In¬ 
terest  in  the  insured  mortgage. 

(c)  Qualification  for  holding  partial 
interest.  A  partial  Interest  in  an  in¬ 
sured  mortgage  shall  be  issued  to  and 
held  only  by: 

(1)  A  mortgagee  approved  by  the 
Commissioner;  or 

(2)  A  corporation,  trust  or  organiza¬ 
tion  (including,  but  not  limited  to  any 
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pension  fund,  pension  trust,  or  profit- 
sharing  plan)  which  certifies  to  the 
principal  mortgagee  that: 

(1)  It  has  assets  of  $100,000  or  more; 
and 

(ii)  It  has  lawful  authority  to  acquire 
a  partial  interest  in  an  insured  mortgage. 

(d)  Participation  agreement  provi¬ 
sions.  The  participation  agreement 
shall  include  provisions  that: 

.  (1)  The  principal  mortgagee  shall  re¬ 
tain  title  to  the  mortgage  and  remain 
the  mortgagee  of  record  imder  the  con¬ 
tract  of  mortgage  insurance. 

(2)  The  Commissioner  shall  have  no 
obligation  to  recognize  or  deal  with  any¬ 
one  other  than  the  principal  mortgagee 
with  respect  to  the  rights,  benefits  and 
obligations  of  the  mortgagee  under  the 
contract  of  Insurance. 

(3)  The  mortgage  documents  shall  re¬ 
main  in  the  custody  of  the  principal 
mortgagee. 

(4)  The  responsibility  for  servicing  the 
insured  mortgages  shall  remain  with  the 
principal  mortgagee. 

Insured  Home  Impro'/eitent  Loans 
§  203.440  Definitions. 

All  of  the  definitions  contained  in 
S  203.50  of  this  subchapter  shall  apply  to 
§§  203.440  et  seq.  In  addition  the  fol¬ 
lowing  terms  shall  have  the  meaning 
indicated: 

(a)  “Insured  loan"  means  a  loan 
which  has  been  Insured  as  evidenced  by 
the  Issuance  of  an  Insurance  Certificate 
or  by  the  endorsement  of  the  note  for 
insurance  by  the  Commissioner. 

(b)  “Contract  of  insurance”  means 
the  agreement  evidenced  by  the  issuance 
of  an  Insurance  Certificate  or  by  the 
endorsement  of  the  Commissioner  upon 
the  note  given  in  connection  with  an  in¬ 
sured  loan,  incorporating  by  reference 
the  regulations  in  §§  203.440  et  seq.  and 
the  applicable  provisions  of  the  Act. 

(c)  “Insurance  premium”  means  the 
loan  Insurance  premium  paid  by  the 
financial  institution  to  the  Commissioner 
in  consideration  of  the  contract  of  in¬ 
surance. 

(d)  “  B  e  g  i  n  n  i  n  g  of  amortization” 
means  the  date  one  month  prior  to  the 
date  of  the  first  monthly  payment  to 
principal  and  interest. 

(e)  “Maturity”  means  the  date  on 
which  the  loan  indebtedness  would  be 
extinguished  if  paid  in  accordance  with 
periodic  payments  provided  for  in  the 
original  note  and  security  instrument. 

(f)  “Debentures”  mean  registered, 
transferable  securities  which  are  valid 
and  binding  obligations,  imcondltlon- 
ally  guaranteed  as  to  principal  and  in¬ 
terest  by  the  United  States. 

§  203.441  Insuranre  of  loan. 

Upon  compliance  with  a  commitment, 
the  Commissioner  shall  insure  the  loan 
evidencing  the  insurance  by  the  Issuance 
of  an  Insurance  Certificate  or  by  an  ap¬ 
propriate  panel  or  endorsement  plac^ 
on  the  original  note,  which  will  identify 
the  regulations  under  which  the  loan  is 
Insured  and  the  date  of  Insurance. 
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§  203.442  Contrart  created  by  Insurance 
Certificate  (m*  by  endorsement. 

The  loan  is  insured  from  the  date  of 
the  issuance  of  an  Insurance  Certificate 
or  from  the  date  of  the  endorsement  of 
the  note.  The  Commissioner  and  the 
lender  shall  tiiereafter  be  bound  by  the 
Act  and  the  regulations  in  §S  203.440  et 
seq.  with  the  same  force  and  to  the  same 
extent  as  if  a  separate  contract  had  been 
executed  relating  to  the  insured  loan. 

§  203.443  Method  of  payment  of  insur¬ 
ance  premium. 

The  payment  of  any  insurance  pre¬ 
mium  under  S§  203.440  et  seq.  shall  be 
made  to  the  Commissioner  by  the  lender 
either  in  cash  or  debentures  at  par* plus 
accrued  interest. 

§  203.444  Calculation  of  insurance  pre¬ 
mium. 

The  amount  of  any  insurance  pre¬ 
mium  shall  be  calculated  in  accordance 
with  the  amortization  provisions  of  the 
loan  without  taking  into  accoimt  delin¬ 
quent  payments  or  prepayments. 

§  203.446  Amount  of  initial  insurance 
premium. 

The  initial  insurance  premium  shall 
be  in  an  amount  equal  to  %  percent  of 
the  average  outstanding  principal  ob¬ 
ligation  for  the  first  year  of  amortization 
under  the  loan  without  taking  into  ac¬ 
count  delinquent  pasnnents  or  prepay¬ 
ments. 

§  203.447  Due  date  of  initial  insurance 
premium. 

The  initial  insurance  premimn  shall  be 
paid  on  the  first  anniversary  date  of  the 
beginning  of  amortization  following  the 
date  on  which  the  insurance  becomes 
effective  by  the  issuance  of  an  Insurance 
Certificate  or  by  the  endorsement  of  the 
note. 

§  203.448  Period  covered  by  initial  in¬ 
surance  premium. 

The  initial  insurance  premium  shall 
cover  the  period  beginning  with  the  date 
of  the  issuance  of  an  Insurance  Certifi¬ 
cate  or  the  date  of  the  insurance  endorse¬ 
ment  and  ending  on  the  next  anniversary 
of  the  beginning  of  amortization.  Sub¬ 
sequent  premium  pajmients  shall  cover 
the  twelve  month  period  following  each 
anniversary  date. 

§  203.449  Adjustment  of  initial  insur¬ 
ance  premium. 

Regardless  of  whether  the  period  cov¬ 
ered  by  the  initial  insurance  premium  is 
more  or  less  than  one  year,  payment 
shall  be  made  to  the  Commissioner  on 
account  of  the  initial  insurance  premium 
in  an  amount  equal  to  %  percent  of  the 
average  outstanding  principal  obliga¬ 
tion  for  the  first  year  of  amortization 
under  the  loan.  If  such  payment  is  less 
than  %  percent  or  more  than  one  per¬ 
cent  of  the  outstanding  principal  bal¬ 
ance,  without  taking  into  accoimt  delin¬ 
quencies  or  prepa3nnents,  the  initial  in¬ 
surance  premium  shall  be  adjusted  to 
accord  with  the  prescribed  limitations. 


If  such  payment  is  within  the  prescribed 
limitations  no  adjustment  shall  be  made 
and  the  amount  of  the  payment  shall  be 
paid  to  the  Commissioner  as  the  initial 
insurance  premium. 

§  203.451  Pro  rata  payment  of  initial 
insurance  premium. 

If  termination  of  the  contract  of  in¬ 
surance  occurs  before  the  due  date  of 
the  initial  insurance  premium,  the 
lender  shall  pay  to  the  Commissioner 
the  portion  of  the  initial  premium  due 
to  the  first  of  the  month  following  the 
effective  termination  date,  which  shall 
be  computed  from: 

(a)  The  beginning  of  amortization,  if 
the  issuance  of  an  Insurance  Certificate 
or  the  endorsement  of  the  note  occurred 
within  six  months  after  the  beginning  of 
amortization;  or 

(b)  The  date  of  the  Issuance  of  an 
Insurance  Certificate  or  the  endorsement 
of  the  credit  Instrument,  if  either  oc¬ 
curred  any  time  prior  to  the  beginning 
of  amortization,  or  during  the  second 
half  of  any  amortization  year. 

§  203.452  Amount  of  annual  insurance 
premium. 

After  payment  of  the  initial  insurance 
premium  an  annual  insurance  premium 
shall  be  paid  in  an  amount  equal  to 
%  percent  of  the  average  outstanding 
principal  obligation  for  the  12-month 
period  preceding  the  date  on  which  the 
premium  becomes  payable,  without  tak¬ 
ing  into  account  delinquent  payments 
or  prepasmients. 

§  203.453  Due  date  of  annual  insurance 
premium. 

After  payment  of  the  initial  insurance 
premium  an  annual  insurance  premium 
shall  be  paid  on  each  anniversary  date 
of  the  beginning  of  amortization. 

§  203.454  Duration  of  annual  insurance 
premium. 

After  payment  of  the  initial  insurance 
premium,  the  lender  shall  pay  an  annual 
insurance  premium  to  the  Commissioner 
until: 

( 1 )  The  loan  is  paid  in  full ;  or 

(2)  The  obligation  is  assigned  to  the 
Commissioner;  or 

(3)  The  contract  of  Insurance  is 
otherwise  terminated  with  the  consent 
of  the  Commissioner. 

§  203.456  Pro  rata  payiiirnt  of  annual 
insurance  premium. 

(a)  In  general.  If  the  contract  of  in¬ 
surance  is  terminated  after  the  due  date 
of  the  initial  insurance  premium,  the 
lender  shall  pay  to  the  Commissioner 
a  portion  of  the  current  annual  insur¬ 
ance  premium  prorated  from  the  due 
date  of  the  last  annual  insurance  pre¬ 
mium  paid  to  the  date  the  contract  of 
Insurance  was  terminated. 

(b)  Comptitation  of  pro  rata  premium. 
For  the  purpose  of  computing  the  pro 
rata  portion  of  the  annual  insurance 
premium,  the  date  of  termination  of  in¬ 
surance  shall  be  the  last  day  of  the 
month  in  which: 
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( 1 )  The  loan  was  prepaid;  or 

(2)  A  voluntary  termination  request 
is  received  by  the  Commissioner,  or 

(3)  The  contract  of  insurance  is 
otherwise  tennlnated  with  the  consent 
of  the  Commissioner. 

§  203.457  Voluntary  termination  of 
contract. 

Upon  request  by  the  borrower  and 
lender  and  submission  of  the  Insurance 
Certificate  for  cancellation  or  the  note 
for  cancellation  of  the  insurance  en¬ 
dorsement,  the  Commissioner  may  ter¬ 
minate  the  insurance  contract  on  the 
loan. 

§  203.458  Termination  by  prepayment 
of  loan. 

The  contract  of  insurance  shall  be 
terminated  if  the  loan  Is  paid  In  full 
prior  to  its  maturity. 

§  203.459  Notice  of  termination  by 
lender. 

No  ccmtract  of  insurance  shall  be  ter¬ 
minated  until  the  lender  has  given 
written  notice  thereof  to  the  Commis¬ 
sioner  within  30  days  from  the  occur¬ 
rence  of  one  of  the  approved  methods 
of  termination  set  forth  in  SS  203.440 
etseq.  . 

§  203.462  Pro  rata  payment  of  premium 
before  termination. 

No  contract  of  instirance  shall  be  ter¬ 
minated  until  the  lender  has  p^d  to  the 
Commissioner  the  pro  rata  portion  of 
the  current  annual  insurance  premium. 

§  203.463  Notice  and  date  of  termina¬ 
tion  by  Commissioner. 

The  Commissioner  shall  notify  the 
lender  that  the  contract  of  insurance 
has  been  terminated  and  the  effective 
termination.  The  termination  date 
shall  be  the  last  day  of  the  month  in 
which: 

(1)  The  loan  was  prepaid;  or 

(2)  A  voluntary  termination  request 
is  received  by  the  Commissioner,  or 

(3)  The  contract  of  insurance  is 
otherwise  terminated  with  the  consent 
of  the  Commissioner. 

§  203.464  Effect  of  termination. 

Upon  termination  of  the  contract  of 
insurance,  the  obligation  to  pay  any  sub¬ 
sequent  insurance  premium  shall  cease 
and  all  rights  of  the  borrower  and  lender 
shall  be  terminated. 

§  203.466  Definition  of  default. 

If  the  borrower  falls  to  make  any 
payment,  or  to  perform  any  other  ob¬ 
ligation  under  the  loan  and  such  fail¬ 
ure  continues  for  a  period  of  30  days,  the 
loan  shall  be  considered  in  default  for 
the  purposes  of  S§  203.440  et  seq. 

§  203.467  Date  of  default. 

For  the  purposes  of  §§  203.440  et  seq. 
the  date  of  default  shall  be  considered  as 
30  days  after — 

(a)  The  first  uncorrected  failure  to 
perform  any  obligation  under  the  loan, 
or 

(b)  The  first  failure  to  make  a 
monthly  payment  which  subsequent  pay¬ 


ments  by  the  borrower  are  insufficient  to 
cover  when  applied  to  the  overdue 
monthly  pasmient  In  the  order  in  which 
they  became  due. 

§  203.468  Notice  of  default. 

The  lender  shall,  within  60  days  after 
default  as  defined  in  S§  203.440  et  seq. 
give  written  notice  thereof  to  the  C<»n- 
mlssloner,  unless  such  default  has  been 
cured  or  unless  the  Commissioner  has 
been  notified  of  a  previous  default  which 
remains  uncured. 

§  203.469  Reinstatement  of  defaulted 
loan. 

If  after  default  and  prior  to  assign¬ 
ment  by  the  lender  of  the  loan  to  the 
Commissioner,  the  borrower  shall  pay 
to  the  lender  all  monthly  payments  in 
default,  written  notice  shall  be  given 
to  the  Commissioner  within  30  days  and 
the  insurance  shall  continue  as  if  such 
default  had  not  occurred. 

§  20.3.471  Conditions  of  special  for¬ 
bearance. 

In  addition  to  any  other  relief  which 
may  be  afforded  in  the  event  of  default, 
the  Commissioner  may  approve  special 
forbearance  relief  with  respect  to  any 
loan  of  the  Commissioner — 

(a)  Finds  that  default  was  due  to  cir- 
ciunstances  beyond  the  borrower’s  con¬ 
trol;  and 

(b)  Finds  that  it  is  probable  that  the 
loan  will  be  restored  to  a  current  condi¬ 
tion  within  a  reasonable  period  of  time. 

§  203.472  Relief  for  borrower  in  mili¬ 
tary  serviee. 

If  the  borrower  is  a  person  in  military 
service,  as  defined  in  the  Soldiers’  and 
Sailors’  Civil  Relief  Act  of  1940,  the 
lender  may,  by  written  agreement  with 
the  borrower,  postpone  for  the  period  of 
military  service,  and  three  months  there¬ 
after,  any  part  of  the  monthly  payment, 
which  represents  amortization  of  prin¬ 
cipal.  The  agreement  shall  contain  a 
provision  for  the  resximptlon  of  monthly 
payments  thereafter  in  amounts  which 
will  completely  amortize  the  obligation 
within  its  original  maturity.  ’The  agree¬ 
ment  shall  in  no  way  affect  the  amoimt 
of  the  annual  insurance  premium  which 
shall  continue  to  be  calculated  in  accord¬ 
ance  with  the  original  amortization 
provisions  of  the  loan. 

§  203.473  Election  of  action. 

Where  a  real  estate  mortgage,  deed 
of  trust,  conditional  sales  contract,  chat¬ 
tel  mortgage,  lien.  Judgment,  or  any 
otl^r  security  device  has  been  used  to 
secure  the  payment  of  a  loan  made  under 
the  provisions  of  §  203.440  et  seq.,  the 
lender  may  not.  except  with  the  approval 
of  the  Commissioner,  proceed  against 
such  security  and  also  make  claim  tm- 
der  its  contract  of  insimance,  but  shall 
elect  which  method  it  desires  to  pursue. 

§  203.474  Maximum  claim  period. 

’The  claim  shall  be  filed  within  one 
year  from  the  date  of  default;  or  such 
additional  period  of  time  as  may  be  ap¬ 
proved  by  the  Commissioner  if  there  Is 
granted  an  extension  of  the  one  year 


period  within  which  claim  shall  be 
made. 

§  203.476  Claim  application  and  items 
to  be  filed. 

The  claim  for  reimbtu’sement  on  an 
insured  loan  shall  be  made  upon  an  ap¬ 
plication  form  prescribed  by  the  Com¬ 
missioner.  ’The  application  shall  be  ac¬ 
companied  by: 

(a)  The  fiscal  data  pertaining  to  the 
loan  transaction  as  required  by  the  fiscal 
data  form. 

(b)  Receipts  covering  all  disburse¬ 
ments  as  required  by  the  fiscal  data 
form; 

(c)  ’Tlie  original  note  and  the  security 
held,  assigned  to  the  Commissioner  with¬ 
out  recourse  of  warranty,  except  that  no 
act  or  omission  of  the  lender  shall  have 
impaired  the  validity  and  priority  of  such 
security; 

(d)  Any  hazard  Insimance  policies 
held  on  property  serving  as  security  for 
the  loan,  t^ether  with  a  copy  of  the 
lender’s  notification  to  the  carrier  au¬ 
thorizing  the  amendment  of  the  loss 
payable  clause  substituting  the  Commis¬ 
sioner  as  the  holder  of  the  security. 

(e)  ’The  assignment  to  the  Commis¬ 
sioner  of  all  rights  and  interests  arising 
under  the  loan,  and  all  claims  of  the 
lender  against  the  borrower  or  others 
arising  out  of  the  loan  transaction; 

(f)  Any  title  evidence  held  by  the 
lender; 

(g)  All  property  of  the  borrower  held 
by  the  lender  or  to  which  it  is  entitled 
and,  if  payment  is  requested  in  deben¬ 
tures,  all  cash  held  by  the  lender  or  to 
which  it  is  entitled,  including  deposits 
made  for  the  account  of  the  borrower 
and  which  have  not  been  applied  in  re¬ 
duction  of  the  principal  loan  indebted¬ 
ness; 

(h)  All  records,  ledger  cards,  docu¬ 
ments,  books,  papers  and  accounts  re¬ 
lating  to  the  loan  transaction; 

(i)  Any  additional  information  or 
data  which  the  Commissioner  may  re¬ 
quire. 

§  203.477  Cerlifioale  by  lender  when 
loan  assigned. 

At  the  time  of  the  assignment  of  the 
loan,  the  lender  shall  certify  to  the  Com¬ 
missioner  that: 

(a)  ’The  amount  stated  in  the  instru¬ 
ment  of  as.signment  is  actually  due  and 
owing  on  the  loan ; 

(b)  There  are  no  offsets  of  coimter- 
claims  thereto,  and  the  financial  insti¬ 
tution  has  a  good  right  to  assign. 

§  203.478  Payment  of  insurance  lieiie- 
fils. 

(a)  Claim  computation,  items  in¬ 
cluded.  Upon  acceptable  assignment  of 
the  note  and  security  instruments,  the 
Commissioner  shall  pay  the  lender  an 
amount  equal  to  the  unpaid  principal 
balance  of  the  loan,  plus: 

(1)  Any  accrued  interest  due  as  of  the 
date  of  execution  of  the  assignment  of 
the  loan  to  the  Commissioner. 

(2)  Any  advances  made  previously 
under  the  provisions  of  the  loan  instru¬ 
ment  and  approved  by  the  Commissioner. 


FEDERAL  REGISTER,  VOL.  36,  NO.  246— WEDNESDAY,  DECEMBER  22,  1971 
No.  246— Pt.  n— Sec.  1 - 17 


2ir>no 

(3)  Reimbursement  for  such  reason¬ 
able  collection  costs,  court  costs  and  at¬ 
torney’s  fees  as  may  be  approved  by  the 
Commissioner. 

( 4 )  Reimbursement  for  premiums  paid 
on  any  hazard  Insurance  policies  held 
on  the  property. 

(5)  If  payment  Is  made  in  cash,  an 
amount  equivalent  to  the  debenture  in¬ 
terest  which  would  have  been  earned,  as 
of  the  date  insurance  settlement  occurs, 
except  that  where  the  lender  fails  to 
meet  any  one  of  the  requirements  of 
S§  203.476  and  203.477  and  such  failure 
continues  for  more  than  30  days  (or  such 
further  time  as  the  Commissioner  may 
approve  in  writing),  the  dedenture  in¬ 
terest  shall  be  computed  for  30  days  or 
the  extended  period. 

(b)  Claim  computation,  items  de¬ 
ducted.  If  the  lender  is  to  receive  cash, 
there  shall  be  deducted  from  the  total 
of  the  added  items  in  paragraph  (a)  any 
cash  held  by  the  lender  or  to  which  it  is 
entitled  including  deposits  made  for  the 
account  of  the  borrower  and  which  have 
not  been  applied  in  reduction  of  the  prin¬ 
cipal  loan  indebtedness. 

(c)  Method  of  payment.  Payment  of 
claim  shall  be  made  in  the  following 
manner: 

(1)  Payment  in  cash.  Unless  a  writ¬ 
ten  request  for  payment  in  debentures  is 
filed  with  the  application,  payment  shall 
be  made  in  cash. 

(2)  Optional  payment  in  debentures. 
Payment  shall  be  made  in  debentures 
upon  filing  a  written  request  wdth  the 
application. 

(d)  Special  provision — payment  in 
debentures.  All  of  the  provisions  of 
§§  203.479  through  203.487  of  this  subpart 
shall  be  applicable  in  connection  with  the 
payment  in  debentures  of  insurance 
benefits  imder  this  subpart. 

§  203.479  Dclionlure  illt<*rr^l  rule. 

Debentures  shall  bear  interest  from 
the  date  of  issue,  payable  semiannually 
on  the  first  day  of  January  and  the  first 
day  of  July  of  each  year  at  the  rate  in 
effect  as  of  the  date  the  commitment 
was  issued,  or  as  of  the  date  the  loan  was 
endorsed  for  insurance,  whichever  rate 
is  the  higher.  Tlie  following  interest 
rates  are  effective  for  the  dates  listed: 


Kffootlve  rate  (percent) 

On  or  after  — 

I’llor  to  — 

. 

...  Jan. 

1, 1'I67 

Jan.  1,1%8 

6», . 

...  Jan. 

1,  IWW 

July  1,1969 

5’k .  . 

...  July 

1,  HHW 

Jari.  1, 1970 

1. 1970 

July  1,1970 
Jan.  1,1971 

. 

p’i . 

...  July 

i;  1970 

6'^: . 

...  Jan. 

1, 1971 

July  1,1971 

57jj  . 

...  July 

1, 1971 

§  203.481  Maturity  of  debentures. 

Elebentures  shall  mature  10  years 
from  the  date  of  issue. 

§  203.482  Registration  of  debentures. 

Debentures  shall  be  registered  as  to 
principal  and  Interest. 

§  203.4R3  Denomination  of  debentures. 

Debentures  are  available  In  denomina¬ 
tions  of  $50,  $100,  $500,  $1,000,  $5,000 
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and  $10,000.  The  Commissioner  shall 
issue  debentures  in  the  largest  available 
denominations  unless  otherwise  request¬ 
ed  by  the  lender. 

§  203.484  Redemption  of  debentures. 

Debentures  shall,  at  the  option  of  the 
Commissioner  and  with  the  approval  of 
the  Secretary  of  the  Treasury,  be  re¬ 
deemable  at  par  plus  accrued  Interest 
on  any  semiannual  interest  payment 
date  on  3  months’  notice  of  redemption 
given  in  such  manner  as  the  Commis¬ 
sioner  shall  prescribe.  The  debenture 
interest  on  the  debentures  called  for  re¬ 
demption  shall  cease  on  the  semiannual 
interest  payment  date  designated  in  the 
call  notice.  The  Commissioner  may  in¬ 
clude  with  the  notice  of  redemption  an 
offer  to  purchase  the  debentures  at  par 
plus  accrued  Interest  at  any  time  during 
the  period  between  the  notice  of  redemp¬ 
tion  and  the  redemption  date.  If  the 
debentures  are  purchased  by  the  Com¬ 
missioner  after  such  call  and  prior  to 
the  named  redemption  date,  the  deben¬ 
ture  Interest  shall  cease  on  the  date  of 
purchase. 

§  203.486  Issue  date  of  debentures. 

The  debentures  shall  be  issued  as  of 
the  date  of  the  execution  of  the  assign¬ 
ment  of  the  loan  in  accordance  with  the 
requirements  of  §  203.476(c), 

§  203.487  Cash  adjustment. 

Any  difference  of  less  than  $50  be¬ 
tween  the  amount  of  debentures  to  be 
issued  to  the  lender  and  the  total  amount 
of  the  lender’s  claim,  as  approved  \)y  the 
Commissioner,  shall  be  adjusted  by  the 
issuance  of  a  check  in  payment  thereof. 

§  20.3.488  Sale  of  interests  in  insured 
loans. 

No  lender  may  sell  or  otherwise  dispose 
of  any  insured  loan  or  group  of  Insured 
loans,  or  any  partial  interest  in  such 
loan  or  loans  by  means  of  any  agreement, 
arrangement  or  device  except  pursuant 
to  this  subpart. 

§  203.489  Sale  of  insured  loan  to  ap¬ 
proved  lender. 

An  insured  loan  may  be  sold  to  another 
approved  lender.  Upon  such  sale  both 
the  seller  and  the  buyer  shall  notify  the 
Commissioner  within  30  days,  on  a  form 
prescribed  by  the  Commissioner. 

§  203.491  Effect  of  sale  of  insured  loan. 

When  an  insured  loan  is  sold  to  an¬ 
other  approved  lender,  the  buyer  shall 
thereupon  succeed  to  all  the  rights  and 
become  bound  by  all  the  obligations  of 
the  seller  under  the  contract  of  insurance 
and  the  seller  shall  be  released  from  its 
obligations  under  the  contract  of 
Insurance. 

§203.492  Assignments,  pledges  and 
transfers  by  approved  lender. 

(a)  An  assignment,  pledge  or  transfer 
of  an  Insured  loan  or  group  of  insured 
loans,  not  constituting  a  final  sale,  may 
be  made  by  an  approved  lender  to  an¬ 
other  approved  lender  provided  the  fol¬ 
lowing  requirements  are  met: 

(1)  The  assignor,  pledgor  or  trans¬ 
feror  shall  remain  toe  lender  of  record. 


(2)  Tire  Commissioner  shall  have  no 
obligation  to  recognize  or  deal  with  any 
party  other  than  the  lender  of  record 
with  respect  to  the  rights,  benefits  and 
obligations  of  toe  lender  under  the  con¬ 
tract  of  insurance. 

(b)  An  assignment  or  transfer  of  an 
Insured  loan  or  group  of  insured  loans 
may  be  made  by  an  approved  lender  to 
other  than  an  approved  lender  provided 
the  requirements  under  paragraph  (a) 
(1)  and  (2)  are  met  and  the  following 
additional  requirements  are  met: 

( 1 )  The  assignee  or  transferee  shall  be 
a  corporation,  trust  or  organization  (in¬ 
cluding  but  not  limited  to  any  pension 
trust  or  profit-sharing  plan)  which  certi¬ 
fies  to  the  approved  lender  that: 

(1)  It  has  assets  of  $100,000  or  more; 
and 

(ii)  It  has  lawful  authority  to  hold  an 
insured  loan  or  group  of  Insured  loans. 

(2)  The  assignment  or  transfer  shall 
be  made  pursuant  to  an  agreement  under 
which  the  transferor  or  assignor  is  obli¬ 
gated  to  take  one  of  the  following  alter¬ 
nate  courses  of  action  within  one  year 
from  the  date  of  toe  assignment  or 
within  such  additional  period  of  time  as 
may  be  approved  by  the  Commissioner: 

(i)  The  transferor  or  assignor  shall 
repurchase  and  accept  a  reassignment  of 
such  loan  or  group  of  loans. 

(ii)  The  transferor  or  assignor  shall 
obtain  a  sale  and  transfer  of  such  loan  or 
group  of  loans  to  an  approved  lender. 

(c)  Notice  to  or  approval  of  the  Com¬ 
missioner  is  not  reqiilred  in  connection 
with  assignments,  pledges  or  transfers 
pursuant  to  this  section. 

§  203.493  Declaration  of  trust. 

A  sale  of  a  beneficial  interest  in  a 
group  of  insured  loans,  where  the  interest 
to  be  acquired  is  related  to  all  of  the 
loans  as  an  entirety,  rather  than  an 
interest  in  a  specific  loan,  shall  be  made 
only  pursuant  to  a  declaration  of  trust, 
which  has  been  approved  by  the  Com¬ 
missioner  prior  to  any  such  sale. 

§  203.495  Transfers  of  partial  interests. 

A  partial  interest  in  an  insured  loan 
may  be  transferred  under  a  participation 
agreement  without  obtaining  the  ap¬ 
proval  of  the  Commissioner,  if  the  fol¬ 
lowing  conditions  are  met: 

(a)  Principal  mortagee.  The  Insured 
loan  shall  be  held  by  an  approved  lender 
which,  for  the  purposes  of  this  section, 
shall  be  referred  to  as  toe  “principal 
lender’’. 

(b)  Interest  of  principal  lender.  Tlie 
principal  lender  shall  retain  and  hold 
for  its  own  account  a  financial  interest 
in  the  insured  loan. 

(c)  Qualification  for  holding  partial 
interest.  A  partial  Interest  in  an  Insured 
loan  shall  be  issued  to  and  held  only  by: 

(1)  A  lender  approved  by  the  Com¬ 
missioner;  or 

(2)  A  corporation,  trust  or  organiza¬ 
tion  (including,  but  not  limited  to  any 
pension  fund,  pension  trust,  or  profit- 
sharing  plan)  which  certifies  to  the 
principal  lender  that: 

(1)  It  has  assets  of  $100,000  or  more; 
and 
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(11)  It  has  lawful  authority  to  acquire 
a  partial  Interest  In  an  Insured  loan. 

(d)  Participation  agreement  provi¬ 
sions.  The  participation  agreement 
shall  Include  provisions  that: 

(1)  The  principal  lender  shall  retain 
title  to  the  loan  and  remain  the  lender 
of  record  under  the  contract  of  loan 
Insurance. 

(2)  The  Commissioner  shall  have  no 
obligation  to  recognize  or  deal  with  any¬ 
one  other  than  the  principal  lender  with 
respect  to  the  rights,  benefits,  and  ob¬ 
ligations  of  the  lender  under  the  con¬ 
tract  of  Insurance. 

(3)  The  loan  documents  shall  remain 
In  the  custody  of  the  principal  lender. 

(4)  The  responsibility  for  servicing 
the  Insured  loans  shall  remain  with  the 
prtoclpal  lender. 

Extension  of  Tzux 

§  203.496  Actions  to  be  taken  bjr  mort¬ 
gagee  or  lender. 

With  respect  to  any  action  required  by 
the  mortgagee  or  lender  within  a  period 
of  time  prescribed  by  this  subpart  the 
Commissioner  may  extend  such  period. 

Amendments 

§203.499  Effect  of  amendments. 

The  regulations  in  this  subpart  may  be 
amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole  or 
In  part,  but  such  amendment  shall  not 
adversely  affect  the  interests  of  a  mort¬ 
gagee  or  lender  under  the  contract  of 
insurance  on  any  mortgage  or  loan  al¬ 
ready  Insured  and  shall  not  adversely 
affect  the  Interests  of  a  mortgagee  or 
lender  on  any  mortgage  or  loan  to  be 
Insured  on  which  the  Commissioner  has 
made  a  commitment  to  insure. 

PART  205— MORTGAGE  INSURANCE 
FOR  LAND  DEVELOPMENT  [TITLE  XI 

Subparl  A— Eligibility  Rsquircmsnls 
Deftnitions 

Sec. 

205.1  Definitions. 
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Fi:es  and  Charges 
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Eligible  Mortgagees 
205.35  Qualification  of  lenders. 

Eligible  Mortgages 
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205.67  Issuance  of  bonds  secured  by  trust 
indenture. 

Commitment  To  Insure 

205.70  Issuance  of  commitment. 

205.72  Types  of  commitment. 

205.73  Term  of  commitment. 

205.75  Reopening  of  expired  commitment. 
205.77  Extension  of  commitment. 

Insurance  or  Advances 
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Authoritt:  The  provisions  of  this  Part 
205  Issued  under  sec.  1010,  79  Stat.  464;  12 
U.S.C.  1749JJ. 

Subpart  A — Eligibility  Requirements 

Definitions 

§  20.S.1  Dclitiilions. 

As  used  In  this  subpart,  the  following 
terms  shall  have  the  meaning  Indicated; 

(a)  “Act”  means  the  National  Housing 
Act. 

(b)  “Secretary”  means  the  Secretary 
of  Housing  and  Urban  Development  or 
his  authorized  representatives. 

(c)  "Commissioner”  means  the  Fed¬ 
eral  Housing  Commissioner  or  his  au¬ 
thorized  representatives. 

(d)  "Improvements’*  mean  water 
lines  and  water  supply  installations, 
sewer  lines  and  sewage  disposal  instal¬ 


lations;  steam,  gas.  and  electric  lines 
and  installations;  roads;  streets;  curbs; 
gutters;  sidewalks;  storm  drainage  fa¬ 
cilities;  and  other  Installations  or  work, 
whether  on  or  off  the  site  of  the  mort¬ 
gaged  property,  which  the  Commis¬ 
sioner  deems  necessary  or  desirable  to 
prepare  land  primarily  for  residential 
and  related  uses  or  to  provide  facilities 
for  public  or  common  use.  Related  uses 
may  include  Industrial  uses,  with  sites 
for  such  uses  to  be  in  proper  proportion 
to  the  size  and  scope  of  the  develop¬ 
ments.  The  public  or  common  facili¬ 
ties  shall  Include  only  such  buildings  as 
are  needed  in  connection  with  water 
supply  or  sewage  disposal  Installations; 
or  steam,  gas,  or  electric  lines  or  Instal¬ 
lations;  and  such  buildings,  other  than 
schools,  as  the  Commissioner  considers 
appropriate,  which  are  to  be  owned  and 
maintained  Jointly  by  the  property 
owners. 

(e)  “Insured  mortgage”  means  a 
mortgage  Insured  by  the  endorsement  of 
the  credit  Instrument  by  the  Commis¬ 
sioner. 

(f)  “Land  development”  means  the 
process  of  making.  Installing,  or  con¬ 
structing  Improvements. 

(g)  "Local  public  body”  means  a 
coimty,  city,  or  other  political  subdivi¬ 
sion  within  which  a  land  development 
project  or  part  of  such  project  Is  estab¬ 
lished,  and  any  other  political  subdivi¬ 
sion,  public  agency,  or  instrumentality  of 
one  or  more  Stat^,  counties,  or  political 
subdivisions  empowered  under  law  to 
take  or  withhold  any  action  required  in 
connection  with  the  establlslunent  of 
such  project. 

(h)  “Maturity  date”  means  the  date 
on  which  the  mortgage  Indebtedness 
would  be  extinguished  if  paid  in  accord¬ 
ance  with  the  payments  provided  for  In 
the  mortgage. 

(i)  "Mortgage”  means  such  a  first  lien 
upon  real  estate  and  other  property  as 
Is  commonly  given  to  secure  advances  on. 
or  the  impaid  purchase  price  of,  real 
estate  under  the  laws  of  the  State,  dis¬ 
trict  or  territory  in  which  the  real  estate 
Is  located,  together  with  the  credit  In¬ 
strument  or  Instruments,  If  any,  seemed 
thereby. 

(j)  "Mortgagee”  means  the  original 
lender  under  a  mortgage,  and  Its  succes¬ 
sors  and  assigns,  and  includes  the  hold¬ 
ers  of  credit  instnunents  Issued  under  a 
trust  Indenture,  mortgage  or  deed  of 
trust  pursuant  to  which  such  holders  act 
by  and  through  a  trustee  therein  named. 

(k)  “Mortgagor”  means  the  original 
borrower  under  a  mortgage  and  Its  suc¬ 
cessors  and  assigns. 

(l)  “Project”  means  the  land  develop¬ 
ment  and  improvements  which  meet  the 
land  development  criteria  established  by 
the  Commissioner  and  which  are  to  be 
paid  for  in  part  with  proceeds  of  an  In¬ 
sured  mortgage  or  mortgages. 

(m)  “State”  Includes  the  several 
States,  Puerto  Rico,  the  District  of  Co¬ 
lumbia,  Guam,  and  the  Virgin  Lslands. 

(o)  [Resei-vedl 

(p)  “State”  includes  the  several  States, 
Puerto  Rico,  the  District  of  Columbia, 
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Guam,  the  Trust  Territory  of  the  Pacific 
Islands,  and  the  Virgin  Islands. 

Preliminary  Examination  and 
Application 

§  Preliminary  examination. 

Prior  to  the  filing  of  an  application, 
the  sponsor  of  a  land  development  proj¬ 
ect  shall  request  and  be  given  an  analysis 
of  the  proposed  project.  No  fee  shall  be 
charged  for  the  ansdysis. 

§  20.>.7  Filing  of  applieation. 

An  application  for  the  Issuance  of 
either  a  condition  or  firm  commitment 
for  insurance  of  a  mortgage  on  a  project 
shall  be  submitted  by  an  approved  mort¬ 
gagee  and  by  the  sponsors  of  such  proj¬ 
ect  through  the  local  FHA  offlce  on  an 
approved  FHA  form.  No  application  shall 
be  considered  unless  the  information, 
documents,  and  exhibits  required  by  the 
application  are  furnished. 

Fees  and  Charges 

§  20.5.10  Applk'iilion  anti  romniilmont 
fees. 

(a)  Application  for  conditional  com¬ 
mitment.  An  application  fee  of  $1.50  per 
thousand  dollars  of  the  amoimt  of  the 
mortgage  applied  for  shall  accompany 
the  application  for  a  conditional  com¬ 
mitment. 

(b)  Application  for  firm  commitment. 
An  application  for  a  firm  commitment 
shall  be  accompanied  by  the  payment  of 
an  application  fee  of  $1.50  per  thousand 
dollars  of  the  amount  of  the  mortgage 
applied  for,  if  such  fee  has  not  been  pre¬ 
viously  submitted.  A  commitment  fee,  in 
an  amount  which,  when  added  to  the 
application  fee,  will  aggregate  $4.50  per 
thousand  dollars  of  the  mortgage  applied 
for.  shall  also  be  submitted  with  the 
application  for  a  firm  commitment. 

§  205.12  Conditions  of  romniilmonl. 

(a)  Conditional  commitment.  The  is¬ 
suance  of  a  conditional  commitment  in¬ 
dicates  completion  of  the  Commissioner’s 
preliminary  analysis  of  the  project  and 
constitutes  an  agreement  by  the  Com¬ 
missioner,  subject  to  specified  terms  and 
conditions,  to  accept  an  application  for 
a  firm  commitment. 

(b)  Firm  commitment.  The  issuance 
of  a  firm  commitment  indicates  the  Com¬ 
missioner’s  approval  of  the  application 
for  insurance  and  sets  forth  the  terms 
and  conditions  upon  which  the  mortgage 
will  be  insured. 

(c)  Types  of  firm  commitment.  The 
firm  commitment  may  provide  for  the 
insurance  of  advances  of  mortgage 
money  made  during  construction  or  may 
provide  for  the  insurance  of  the  mort¬ 
gage  after  completion  of  the  improve¬ 
ments. 

(d)  Term  of  commitment.  (1)  A  con¬ 
ditional  commitment  shall  be  effective 
for  whatever  term  is  specified  in  the  text 
of  the  commitment. 

(2)  A  firm  commitment  to  insure  ad¬ 
vances  shall  be  effective  for  a  period  of 
not  more  than  180  days  from  the  date  of 
issuance. 

(3)  A  firm  commitment  to  insure 
upon  completion  shall  be  effective  for  a 


designated  term  within  which  the  mort¬ 
gagor  is  required  to  begin  construction, 
and  if  construction  is  begun  as  required, 
the  commitment  shall  be  effective  for 
such  additional  period,  estimated  by  the 
Commissioner,  as  will  allow  for  comple¬ 
tion  of  construction. 

(4)  The  term  of  either  a  conditional 
or  firm  commitment  may  be  extended  in 
such  mamier  as  the  Commissioner  may 
prescribe. 

(e)  Reopening  of  expired  commit¬ 
ments.  An  expired  conditional  or  firm 
commitment  may  be  reopened  if  a  re¬ 
quest  for  reopening  is  received  by  the 
Commissioner  within  90  days  of  the  ex¬ 
piration  of  the  commitment.  The  re¬ 
opening  request  shall  be  accompanied  by 
a  fee  of  50  cents  per  thousand  dollars  of 
the  amount  of  the  expired  commitment. 
If  the  reopening  request  is  not  received 
by  the  Commissioner  within  the  required 
90-day  period,  a  new  application,  accom¬ 
panied  by  the  required  application  and 
commitment  fee,  must  be  submitted. 

§  20.5.17  Fees  on  increases. 

(a)  Increase  in  firm  commitment 
prior  to  endorsement.  An  application, 
filed  prior  to  initial  endorsement  (or 
prior  to  endorsement  in  a  case  involving 
insurance  upon  completion),  for  an  in¬ 
crease  in  the  amoimt  of  an  outstanding 
firm  commitment  shall  be  accompanied 
by  a  combined  additional  application 
and  commitment  fee.  This  combined  ad¬ 
ditional  fee  shall  be  in  an  amoimt  which 
will  aggregate  $4.50  per  thousand  dollars 
of  the  amount  of  the  requested  increase. 

(b)  Increase  in  mortgage  between  ini¬ 
tial  and  final  endorsement.  Upon  an  ap¬ 
plication.  filed  between  initial  and  final 
endorsement,  for  .an  Increase  in  the 
amount  of  the  mortgage,  either  by 
amendment  or  by  substitution  of  a  new 
mortgage,  a  combined  additional  applica¬ 
tion  and  commitment  fee  shall  accom¬ 
pany  the  application.  This  combined  ad¬ 
ditional  fee  shall  be  in  an  amount  which 
will  aggregate  $4.50  per  thousand  dollars 
of  the  amount  of  the  increase  requested. 

§  20.5.20  Transfer  fee. 

Upon  application  for  approval  of  a 
transfer  of  physical  assets  or  the  sub¬ 
stitution  of  mortgagors,  a  transfer  fee  of 
50  cents  per  thousand  d^ars  shall  be 
paid  on  the  original  face  amount  of  the 
mortgage  in  all  cases,  except  that  a 
transfer  fee  shall  not  be  paid  where  both 
parties  to  the  transfer  transaction  are 
nonprofit  organization. 

§  20.5.22  Refund  of  fees. 

If  the  amount  of  the  commitment  is¬ 
sued  or  increase  in  mortgage  granted  is 
less  than  the  amount  applied  for,  the 
Commissioner  shall  refund  the  excess 
amount  of  the  application  and  commit¬ 
ment  fees  submitted  by  the  applicant.  If 
an  application  is  rejected  before  it  is  as¬ 
sign^  for  processing,  or  in  such  other 
Instances  as  the  Commissioner  may  de¬ 
termine,  the  entire  application  and  com¬ 
mitment  fees  or  any  portion  thereof  may 
be  returned  to  the  applicant.  The  com¬ 
mitment  and  reopening  fee  may  be  re¬ 
funded,  in  whole  or  in  part,  if  it  is  de¬ 


termined  by  the  Commissioner  that  there 
is  a  lack  of  need  for  the  housing  or  that 
the  construction  or  financing  of  the  proj¬ 
ect  has  been  prevented  because  of  con¬ 
demnation  proceedings  or  other  legal 
action  taken  by  a  governmental  body  or 
public  agency,  or  in  such  other  instances 
as  the  Commissioner  may  determine.  A 
transfer  fee  may  be  refunded  only  in 
such  instances  as  the  Commissioner  may 
determine, 

§  205.25  Muximiiiii  fees  and  cliurgcr. 
by  niorlgngee. 

The  mortgagee  may  collect  from  the 
mortgagor  the  amount  of  the  fees  pro¬ 
vided  for  in  this  subpart.  The  mortgagee 
may  also  collect  from  the  mortgagor  an 
initial  service  charge  in  an  amount  not 
to  exceed  2  percent  of  the  original  prin¬ 
cipal  amount  of  the  mortgage,  to  reim¬ 
burse  the  mortgagee  for  the  cost  of 
closing  the  transaction.  Any  additional 
charges  or  fees  collected  from  the  mort¬ 
gagor  shall  be  subject  to  prior  approval 
of  the  Commissioner. 

Eligible  Mortgagors 
§  205.30  Eligible  iiiorigugors. 

(a)  General  requirements.  In  order 
to  be  eligible  as  a  mortgagor  under  this 
subpart,  the  applicant  must  be  a  mort¬ 
gagor  approved  by  the  Commissioner, 
which  is  regulated  or  restricted  by  the 
Commissioner  as  to  capital  structure, 
use  of  property  and  methods  of  opera¬ 
tion.  A  public  body  shall  not  be  eligible 
for  approval  as  a  mortgagor.  The  reg-- 
ulation  or  restriction  of  the  mortgagor 
shall  continue  until  the  termination  of 
all  obligations  of  the  Commissioner  un¬ 
der  the  Insurance  contract  and  during 
such  further  period  of  time  as  the  Com¬ 
missioner  shall  be  the  owner,  holder,  or 
reinsurer  of  the  mortgage.  The  regula¬ 
tion  or  restriction  may  be  in  the  form  of 
a  regulatoiT  agreement,  corporate  char¬ 
ter  or  such  other  means  as  the  Commis¬ 
sioner  may  approve. 

(b)  Special  requirements — water  or 
sewer  systems.  The  owner  of  a  privately 
or  cooperatively  owned  water  or  sewer 
system  may  be  approved  as  a  mortgagor. 
Such  mortgagor  shall  be  regulated  by 
the  Commissioner  with  respect  to  capital 
structure,  methods  of  operation,  rate  of 
return,  user  rates  and  charges,  and  the 
terms  and  conditions  of  any  sale  or 
transfer.  This  regulation  by  the  Com¬ 
missioner  shall  continue  for  the  entire 
period  of  private  or  cooperative  owner¬ 
ship  or  until  the  Commissioner  is  satis¬ 
fied  that  adequate  provision  exists, 
through  governmental  regulation  or 
other  means,  to  protect  the  system  users 
as  to  the  methods  of  operation,  rates, 
charges,  and  disposition  of  such  system. 

Eligible  Mortgagees 
§  20.5.35  O**»lifiralion  of  lenders. 

The  provisions  of  §§203.1  through 
203.4  and  203.6  through  203.9  of  this 
chapter  shall  govern  the  eligibility,  qual¬ 
ifications  and  requirements  of  mort¬ 
gagees  under  this  subpart. 
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Eugible  Mortgages 
§  205.40  Mortgage  forms. 

(a)  Approval  of  forms.  The  mort¬ 
gage  shall  be  executed  upon  a  form  ap¬ 
proved  by  the  Commissioner  for  use  In 
the  jurisdiction  where  the  project  Is  lo¬ 
cated. 

(b)  Changes  in  form.  No  changes  In 
the  approved  form  shall  be  made  without 
the  prior  written  approval  of  the  Com¬ 
missioner. 

§  203.42  Eligibility  of  property. 

A  mortgage  to  be  eligible  for  Insurance 
shall  be  on  real  estate  held: 

(a)  In  fee  simple;  or 

(b)  Under  a  lease  for  not  less  than  99 
years  which  Is  renewable ;  or 

(c)  Under  a  lease  having  a  term  which 
Is  determined  by  the  Commissioner  as 
sufiflclent  to  cover  the  period  for  develop¬ 
ment  of  the  project  plus  the  period  nec¬ 
essary  to  meet  the  leasehold  eligibility 
requirements  for  obtaining  the  FHA  fi¬ 
nancing  of  the  dwelling  units  to  be  con¬ 
structed  upon  completion  of  the  project. 

§  205.45  Mortgage  lien. 

The  mortgagor  shall  certify  at  the  time 
application  Is  made  for  the  final  Insured 
advance  of  mortgage  proceeds,  with  re¬ 
spect  to  that  portion  of  the  mortgaged 
property  not  released  from  the  Hen  of  the 
mortgage,  that: 

(a)  The  mortgage  Is  the  first  lien  upon 
that  portion  of  the  project  upon  which 
the  Improvements  (exclusive  of  those  In¬ 
volving  facilities  Intended  for  public  use 
that  are  In  public  ownership)  have  been 
made  or  constructed. 

(b)  The  property  upon  which  the  Im¬ 
provements  have  been  made  or  con¬ 
structed  Is  covered  by  a  mortgage  which 
Is  free  and  clear  of  all  liens  other  than 
the  insured  mortgage  and  such  other 
liens  as  may  be  approved  by  the  Com¬ 
missioner;  and 

(c)  There  will  not  be  outstanding  any 
other  unpaid  obligations  In  connection 
with  the  mortgage  transaction,  the  pur¬ 
chase  of  the  mortgaged  property,  or  the 
Improvements  which  have  been  made  or 
constructed,  except  obligations  approved 
by  the  Commissioner. 

§  205.47  Mortgage  aniortizalion  and 
maximiim  maturity. 

(a)  The  mortgage  shall  contain  amor¬ 
tization  or  sinking  fund  provisions  satis¬ 
factory  to  the  Commissioner. 

(b)  The  mortgage  shall  have  a  matur¬ 
ity  not  to  exceed  10  years  from  the  date 
of  Initial  endorsement  or  such  longer  ma¬ 
turity  as  the  Commissioner  deems  rea¬ 
sonable  In  each  of  the  following 
instances: 

(1)  In  the  case  of  a  privately  owned 
system  for  water  or  sewage. 

(2)  In  the  case  of  a  new  community 
meeting  the  requirements  of  §  205.86. 

(3)  In  a  case  where  the  Commissioner 
determines  that  unusual  or  unforseen 
circumstances  make  such  longer  ma¬ 
turity  necessary  in  order  to  avoid  imdue 
hardship  to  the  mortgagee. 

§  205.50  Maximum  interest  rate. 

The  mortgage  shall  bear  interest  at 
the  rate  agreed  upon  by  the  mortgagee 


and  the  mortgagor,  which  rate  shall  not 
exceed  7  percent,  except  that  where  a 
letter  inviting  submission  of  an  applica¬ 
tion  for  commitment  was  issued  by  the 
Secretary  before  February  18,  1971,  or 
an  application  for  commitment  was  re¬ 
ceived  by  the  Secretary  before  Febru¬ 
ary  18,  1971,  the  mortgage  may  bear  in¬ 
terest  at  the  maximum  rate  in  effect  at 
the  time  of  Issuance  of  the  letter  or 
receipt  of  the  application. 

§  20.5.52  Maximum  mortgage  amount — 
dollar  limitation. 

A  mortgage  or  the  total  principal  obli¬ 
gation  of  all  mortgages  for  any  one  proj¬ 
ect  shall  at  no  time  exceed  $25  million. 

§  200. .55  Maximum  mortgage  amount — 
l(»an-to-vuluc  limitation. 

A  mortgage  shall  involve  a  principal 
obligation  not  in  excess  of  the  lesser  of 
the  following: 

(a)  75  percent  of  the  Commissioner’s 
estimated  value  of  the  property  covered 
by  the  mortgage  security  as  of  the  com¬ 
pletion  of  the  development  to  be  financed 
with  assistance  under  this  part;  or 

(b)  50  percent  of  the  Commissioner’s 
estimated  value  of  the  land  before  devel¬ 
opment  plus  90  percent  of  the  Commis¬ 
sioner’s  estimated  cost  of  such  develop¬ 
ment. 

§  203.57  Rriliirod  murtgugo  amount — 
Irnsrliolds. 

In  the  event  the  mortgage  is  on  a 
leasehold  estate  rather  than  on  a  fee 
simple  holding,  the  value  or  replacement 
cost  of  the  property  on  which  the  mort¬ 
gage  is  based  is  the  value  or  replacement 
cost  of  the  property  in  fee  simple  re¬ 
duced  by  an  amount  equal  to  the  capi¬ 
talized  value  of  the  ground  rent. 

§  205.60  Application  of  paynioiits. 

The  mortgage  shall  contain  a  provision 
satisfactory  to  the  Commissioner,  setting 
forth  the  manner  In  which  the  mort¬ 
gagee  shall  apply  payments.  No  pre¬ 
payment  penalty  will  be  permitted. 

§  205.62  Standard  for  arcepluliility. 

In  order  for  a  mortgage  to  be  accept¬ 
able  for  insurance,  the  property  or  proj¬ 
ect  shall  represent  a  good  mortgage  In¬ 
surance  risk. 

§  205.65  Zoning,  deed  or  building 
rcMrirliouK. 

The  project  when  completed  shall  not 
violate  any  material  zoning  or  deed  re¬ 
strictions  applicable  to  the  project  site, 
and  shall  comply  with  all  applicable 
building  and  other  governmental  regula¬ 
tions  and  requirements. 

§  20.5.67  I<<«uance  of  bonds  secured  by 
trust  indenture. 

In  the  event  that  bonds  or  other  obli¬ 
gations  are  to  be  issued  as  a  part  of  the 
Insured  mortgage  transaction,  the  form 
of  bonds  and  the  form  of  trust  indenture 
shall  be  subject  to  the  approval  of  the 
Commissioner,  and  shall  be  subject  to 
all  of  the  following  conditions: 

(a)  ’The  Trustee  shall  be  an  approved 
mortgagee  authorized  to  act  in  a  fiduci¬ 
ary  capacity. 


(b)  The  Trustee  shall  be  the  holder  of 
record  of  the  insured  mortgage  (repre¬ 
sented  by  the  trust  Indenture)  and  shtdl 
be  authorized  to  act  on  behalf  of  ^e 
holders  of  the  bonds  or  other  obligations 
in  all  matters  concerning  the  mortgage 
Insurance  contract. 

(c)  The  holders  of  the  bonds  shall  look 
solely  to  the  Trustee  for  the  benefits  of 
the  contract  of  mortgage  Insiurance. 
The  trust  Indenture  shall  expressly  au¬ 
thorize  the  Commissioner  to  make  pay¬ 
ment  of  any  insurance  claim  to  the 
Trustee,  without  liability  or  accoimta- 
blllty  to  the  bondholders  to  see  to  the 
application  of  the  mortgage  Insurance 
contract  benefits. 

(d)  The  bonds  or  other  obligations 
shall  be  issued  only  to  holders  meeting 
one  of  the  following  qualifications: 

(1)  A  mortgagee  approved  by  the 
Commissioner. 

(2)  A  pension  or  retirement  fimd  or  a 
profit-sharing  plan,  having  lawful  au¬ 
thority  to  acquire  the  bonds  or  other 
obligations,  which  fund  Is  maintained 
and  administered  by  a  corporation  or  by 
a  governmental  agency  or  by  a  trustee 
or  trustees. 

(3)  A  charitable  or  nonprofit  organi¬ 
zation. 

Commitment  to  Insure 
§  20.5.70  I<'Siian<'e  of  roniniilniriil. 

Upon  approval  of  an  application  for 
Insurance,  a  commitment  shall  be  is¬ 
sued  by  the  Commissioner  setting  forth 
the  terms  and  conditions  upon  which  the 
mortgage  will  be  Insured. 

§  205.72  Typos  of  o€>inniilnionl. 

’The  commitment  may  provide  for  the 
Insurance  of  advances  during  construc¬ 
tion  or  for  insurance  upon  completion. 

§  205.73  Term  of  roiiiiiiitiiionl. 

If  the  commitment  fee  Is  paid  as  re¬ 
quired,  a  commitment  shall  have  a  term 
whl(^  Is  determined  as  follows: 

(a)  A  commitment  to  insure  advances 
shall  be  effective  for  a  period  of  not  more 
than  180  days  from  the  date  of  issuance. 

(b)  A  commitment  to  insure  upon 
completion  shall  be  effective  for  a  desig¬ 
nated  term  within  which  the  mortgagor 
is  required  to  begin  construction,  and  If 
construction  Is  begun  as  required,  the 
commitment  shall  be  effective  for  such 
additional  period,  estimated  by  the  Com¬ 
missioner,  as  will  allow  for  completion 
of  construction. 

(c)  The  term  of  a  commitment  may  be 
extended  In  such  manner  as  the  Commis¬ 
sioner  may,  from  time  to  time,  prescribe. 

(d)  If  the  payment  of  a  commitment 
fee  Is  not  received  by  the  Commissioner 
within  30  days  after  the  date  of  Issuance 
of  a  commitment,  the  commitment  shall 
expire  on  the  30th  day. 

§  205.7.5  Reopening  of  expired  eom- 
mitment. 

An  expired  commitment  may  be  re¬ 
opened  If  a  request  for  reopening  Is  re¬ 
ceived  by  the  Commissioner  within  90 
days  of  the  expiration  of  the  commit¬ 
ment.  The  reopening  request  shall  be 
accompanied  by  a  fee  of  50  cents  per 
thousand  dollars  of  the  amount  of  the 
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expired  coxxunltment.  A  commitment 
which  has  expired  because  of  failure  to 
pay  the  commitment  fee  may  be  reopened 
only  upon  payment  of  the  commitment 
fee  and  the  reopening  fee.  If  the  reopen¬ 
ing  request  Is  not  received  by  the  Com¬ 
missioner  within  the  required  90-day 
period,  a  new  application,  accompanied 
by  an  application  fee,  shall  be  submitted. 
If  a  commitment  for  an  Increaised 
amount  has  expired  because  of  failure 
to  pay  an  additional  commitment  fee 
based  on  the  amount  of  the  Increase,  the 
reopening  fee  shall  be  computed  on  the 
basis  of  the  amoimt  of  the  commitment 
Increase  rather  than  on  the  amount  of 
the  original  commitment. 

§  205.77  Extension  of  f‘oniiniliiit‘iil. 

Where  the  mortgagee  has  failed  to  take 
action  within  the  period  of  time  re¬ 
quired  In  order  to  prevent  the  expiration 
of  a  commitment  or  in  order  to  reopen 
an  expired  commitment,  the  Commis¬ 
sioner  may  extend  such  period  and  may 
retroactively  reinstate  or  reopen  such 
commitment. 

Insurance  of  Advances 
§  205.80  Itiiilfling  Iiuiii  agrofiiM-iil. 

Prior  to  the  initial  endorsement  of  the 
mortgage  for  insurance,  the  mortgagor 
and  the  mortgagee  shall  execute  a  build¬ 
ing  loan  agreement,  approved  by  the 
Commissioner,  setting  forth  the  terms 
and  conditions  under  which  progress 
payments  may  be  advanced  during  con¬ 
struction.  To  be  covered  by  mortgage  in¬ 
surance,  each  progress  payment  shall  be 
approved  by  the  Commissioner. 

§  205.82  Asswraiu'C  of  romplolion. 

(a)  Assurance  of  completion  satisfac¬ 
tory  to  the  Ccanmlssioner  shall  be  fur¬ 
nished  In  one  of  the  following  forms: 

(DA  bond  of  a  surety  Comi>any  satis¬ 
factory  to  the  Commissioner  on  a  form 
approved  by  the  Commissioner.  The 
bond  shall  be  in  the  amount  of  100  per¬ 
cent  (or  such  lesser  amoimt  as  approved 
by  the  Commissioner)  of  the  cost  of  the 
improvements  as  estimated  by  the 
CTommissloner. 

(2)  An  escrow  deposit  with  the  mort¬ 
gagee  (or  with  a  depository  satisfactory 
to  the  mortgagee  and  the  Commissioner) 
of  cash  or  securities  of.  or  fully  guaran¬ 
teed  as  to  principal  and  interest  by,  the 
United  States  of  America  in  such  amoimt 
and  under  a  completion  assurance  agree¬ 
ment  acceptable  to  the  Commissioner  ex¬ 
cept  that  FHA  debentures  may  not  be 
used  for  such  deposit. 

(b)  The  mortgagee  may  accept,  in 
lieu  of  a  cash  deposit  required  by  para- 
grraph  (a)  (2)  of  this  section,  an  uncon¬ 
ditional  Irrevocable  letter  of  credit  Is¬ 
sued  to  the  mortgagee  by  a  banking  insti¬ 
tution.  In  the  event  a  demand  under  the 
letter  of  credit  is  not  Immediately  met, 
the  mortgagee  shall  forthwith  provide 
cash  equivalent  to  the  undrawm  balance 
thereunder. 

Special  Requirements 
§  205.85  I.and  devoittpment  rritoria. 

(a)  The  land  shall  be  developed  In 
accordance  with  a  plan  that: 


(1)  Is  acceptable  to  the  Commissioner 
as  providing  reasonable  assurance  that 
the  land  development  will  contribute  to 
good  living  conditions  in  the  area  being 
developed; 

(2)  Is  consistent  with  a  comprehen¬ 
sive  plan  which  covers,  or  with  compre¬ 
hensive  planning  being  carried  on  for, 
the  area  in  which  the  land  Is  situated 
and  w’hlch  meets  criteria  set  forth  by 
the  Commissioner. 

(b)  The  Commissioner  shall  receive  as¬ 
surances  satisfactory  to  him  that  the 
area  being  developed  will: 

(1)  Have  a  sound  economic  base  and 
a  long  economic  life; 

(2)  Be  characterized  by  sound  land 
use  patterns;  and 

(3)  Include  or  be  served  by  such  shop¬ 
ping,  school,  recreational,  transportation, 
and  other  facilities  as  the  Commissioner 
deems  adequate  or  necessary. 

(c)  The  land  development  shall  be 
undertaken  and  carried  out  pursuant  to 
a  schedule  that  win  assure  the  use  of  such 
land  for  the  purpose  for  which  it  is  de¬ 
veloped  within  the  shortest  reasonable 
period  of  time  consistent  with  the  ob¬ 
jectives  of  sound  and  economic  com¬ 
munity  growth  or  urban  development. 
The  schedule  shall  provide  specific  In¬ 
formation  as  to  the  propsed  period  of 
time  in  which  the  sale  or  other  use  of 
tlie  developed  land  shaU  take  place,  and 
in  which  construction  of  residential  or 
other  buildings  shaU  commence  on  the 
developed  land. 

(d)  If  there  is  no  comprehensive  plan 
which  covers,  or  no  such  comprehensive 
plan  being  carried  on  for,  the  area  in 
which  the  land  is  situated,  the  require¬ 
ment  of  paragraph  (a)(2)  of  this  section 
is  not  applicable  to  any  project  covered 
by  an  insurance  commitment  issued  on 
or  after  December  31,  1970  and  before 
January  1,  1972. 

§  205.86  New  cuniiiiiinily  criteria. 

A  mortgage  satisfying  all  of  the  other 
requirements  of  this  subpart  may  be  ap¬ 
proved  by  the  Commissioner  for  insur¬ 
ance  as  covering  a  project  involving  the 
development  of  a  new  community,  if  the 
following  requirements  are  met: 

(a)  The  construction  of  the  new  com¬ 
munity  has  been  approved  by  the  local 
governing  body  of  the  locality  where  it  Is 
to  be  located  and  approved  by  the  Gover¬ 
nor  of  the  State,  except  that  the  Gover¬ 
nor’s  approval  shall  not  be  required  If 
the  Commissioner  determines  the  local¬ 
ity  has  been  delegated  general  powers 
of  local  self-government  by  the  State. 

(b)  It  is  determined  by  the  Secretary 
that  the  new  community,  in  view  of  its 
size  and  scope,  will  make  a  substantial 
contribution  to  the  sound  eoonomio 
growth  of  the  area  within  which  it  Is  to 
be  located  in  the  form  of: 

(1)  Substantial  economies  in  the  de¬ 
velopment  of  improved  residential  sites 
through  the  use  of  large-scale  methods. 

(2)  Adequate  housing  for  those  who 
would  be  employed  In  the  community  or 
the  surrounding  area. 

(3)  Maximum  accessibility  from  the 
new  residential  sites  to  Industrial  or 
other  employment  centers  and  to  com¬ 


mercial,  recreational,  and  cultural  facil¬ 
ities  In  or  near  the  community. 

(4)  Maximum  accessibility  to  any 
major  central  city  In  the  area. 

§  205.87  Equity  requirements. 

(a)  Funds  and  finances — insured  ad¬ 
vances.  If  the  commitment  provides  for 
Insurance  of  advances  during  construc¬ 
tion,  the  following  requirements  shall  be 
met: 

(1)  The  mortgagor  shall  deposit  with 
the  mortgagee,  prior  to  Initial  endorse¬ 
ment,  an  amount  deemed  by  the  Com¬ 
missioner  to  be  sufficient  (w'hen  added 
to  the  proceeds  of  the  insured  mortgage) 
to  defray  during  the  course  of  construc¬ 
tion,  payments  for  accrued  taxes,  hazard 
Insurance  premiums,  and  assessments 
required  by  the  terms  of  the  mortgage. 

(2)  The  mortgagor  shall  deposit  with 
the  mortgagee,  prior  to  Initial  endorse¬ 
ment,  cash  deemed  by  the  Commissioner 
to  be  sufficient  (when  added  to  the  pro¬ 
ceeds  of  the  Insured  mortgage)  to  assure 
completion  of  the  project  and  to  pay  the 
Initial  service  charge,  the  carrying 
charges,  and  the  legal  and  organization 
expenses  Incident  to  the  project  The 
ca^  shall  be  held  by  the  mortgagee  un¬ 
der  an  appropriate  agreement,  approved 
by  the  Commissioner,  requiring  that 
prior  to  the  advance  of  any  mortgage 
money,  all  such  cash  be  disbursed  for 
work  and  material  on  the  physical  Im¬ 
provements,  and  for  any  other  charges 
and  expenses  which  are  payable. 

(3)  All  fees  and  charges  to  be  paid 
by  the  mortgagor  in  connection  with 
financing  which  are  in  excess  of  the 
Intial  service  charge  and  which  have 
been  approved  by  the  Commissioner  shall 
be  deposited  with  the  mortgagee  in  cash, 
prior  to  Initial  endorsement,  unless  other 
arrangements  acceptable  to  the  Com¬ 
missioner  are  made. 

(b)  Deposit  and  use  of  funds.  Unless 
other  arrangements  acceptable  to  the 
Commissioner  are  made,  the  funds  re¬ 
ferred  to  In  paragraph  (a)  of  this  section 
shall  be  deposited  with  and  held  by  the 
mortgagee  In  a  special  accoimt  or  by  an 
acceptable  depository,  designated  by  the 
mortgagee,  under  an  appropriate  agree¬ 
ment  approved  by  the  Commissioner. 

(c)  Letter  of  credit.  The  mortgagee 
may  accept,  in  lieu  of  a  cash  deposit 
required  by  paragraphs  (a)  (1)  and  (3) 
of  this  section,  an  unconditional  irrevo¬ 
cable  letter  of  credit  Issued  to  the  mort¬ 
gagee  by  a  banking  institution.  In  the 
event  a  demand  under  the  letter  of  credit 
Is  not  Immediately  met,  the  mortgagee 
shall  forthwltii  provide  cash  equivalent 
to  the  undrawm  balance  thereunder. 

§  205.90  Escrow  for  offsite  uiiliiics  iind 
etrects. 

(a)  The  Commissioner  shall  require 
assurance  of  completion  of  offsite  public 
utilities  and  streets  in  all  cases,  except 
where  a  municipality  or  other  public 
body  has  by  agreement  (acceptable  to 
the  Commissioner)  agreed  to  Install  such 
utilities  and  streets  wdthout  cost  to  the 
mortgagor.  Where  such  assurance  Is  re¬ 
quired,  It  shall  be  either  in  the  form  of  a 
cash  escrow  deposit  or  the  retention  of  a 
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specified  amount  of  mortgage  proceeds 
by  the  mortgagee.  If  a  cash  escrow  is 
used,  it  shall  be  deposited  with  the  mort¬ 
gagee  or  with  an  acceptable  trustee  or 
escrow  agent  designated  by  the  mort¬ 
gagee.  If  mortgage  proceeds  are  used, 
the  mortgagee  shall  retain  under  terms 
approved  by  the  Commissioner,  rather 
than  disburse  at  the  initial  closing  of  the 
mortgage,  a  portion  of  the  mortgage 
proceeds  allocated  to  land  in  the  project 
analysis.  As  additional  assurance,  the 
Commissioner  may  also  require  a  surety 
company  bond  or  bonds. 

(b)  The  mortgagee  may  accept,  in  lieu 
of  a  cash  deposit  required  by  paragraph 
(a)  of  this  section,  an  unconditional  ir¬ 
revocable  letter  of  credit  Issued  to  the 
mortgagee  by  a  banking  institution.  In 
the  event  a  demand  imder  the  letter  of 
credit  is  not  immediately  met,  the  mort¬ 
gagee  shall  forthwith  provide  cash  equiv¬ 
alent  to  the  undrawn  balance  thereunder. 

§  205.92  Water  and  sewerage  faeilities. 

(a)  Requirements  in  general.  The 
project,  after  development,  shall  be 
served  by  public  systems  for  water  sup¬ 
ply  and  sewage  disposal  consistent  with 
other  existing  or  prospective  systems  in 
the  area,  except  that  private  systems 
may  be  used  if  they  meet  the  require¬ 
ments  of  paragraphs  (b)  and  (c) .  In  all 
projects,  the  system  for  sewage  disposal, 
including  storm  sewers  and  storm  drain¬ 
age  facilities,  shall  not  be  approved  by 
the  Commissioner  imless  he  finds  that 
such  system  will  not  contribute  to  the 
pollution  of  local  waterways. 

(b)  Private  water  systems.  The  Com¬ 
missioner  may  approve  the  use  of  a 
privately  or  cooperatively  owned  water 
system  if  he  makes  each  of  the  following 
determinations  with  respect  to  the  sys¬ 
tem: 

( 1 )  It  will  be  consistent  with  other  ex¬ 
isting  or  prospective  systems  within  the 
area. 

(2)  It  will  be  adequate  to  serve  the 
needs  of  the  area  being  developed. 

(3)  It  will  be  regulated,  during  the 
period  of  ownership,  by  the  State  or  a 
political  subdivision  or  an  agency  there¬ 
of,  or  in  the  absence  of  such  State  or 
local  regulation,  it  will  otherwise  be  reg¬ 
ulated  in  a  manner  acceptable  to  the 
Commissioner.  The  regulation  shall 
cover  user  rates  and  charges,  capital 
structure,  methods  of  operation,  rate  of 
return,  and  conditions  and  terms  of  any 
sale  or  transfer. 

(c)  Private  sewerage  systems — (1) 
Existing  systems.  The  Commissioner 
may  approve  the  use  of  an  existing 
privately  or  cooperatively  owned  sewer¬ 
age  system  if  he  determines  that  the  sys¬ 
tem  will  be  adequate  to  serve  the  needs 
of  the  area  being  developed  and  that  its 
operation  will  be  regulated  by  the  State 
or  a  political  subdivision  or  an  agency 
thereof,  or  in  the  absence  of  such  State  or 
local  regulation,  it  will  otherwise  be  reg¬ 
ulated  in  a  manner  acceptable  to  the 
Commissioner.  The  regulation  shall 
cover  user  rates  and  charges,  capital 
structure,  methods  of  operation,  rate  of 
return,  and  conditions  and  terms  of  any 
sale  or  transfer. 
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(2)  New  systems.  The  Commissioner 
may  approve  the  use  of  a  newly  developed 
privately  or  cooperatively  owned  sewer¬ 
age  system  if  he  makes  each  of  the  fol¬ 
lowing  determinations  with  respect  to 
the  system :  . 

(1)  Public  ownership  of  the  system  is 
not  feasible. 

(li)  It  will  be  adequate  to  serve  the 
needs  of  the  area  being  developed. 

(lii)  It  will  be  consistent  with  other 
existing  or  prospective  systems  within 
the  area. 

(iv)  It  will  be  regulated  during  the 
period  of  ownership  by  the  State  or  a 
political  subdivision  or  any  agency  there¬ 
of,  or  in  the  absence  of  such  State  or  local 
regulation,  it  will  otherwise  be  regulated 
in  a  manner  acceptable  to  the  Commis¬ 
sioner.  The  regulation  shall  cover  user 
rates  and  charges,  capital  structure, 
methods  of  operation,  and  rate  of  return. 

(V)  Adequate  plans  exist  for  the  sale 
or  transfer  of  the  system  to  a  local  pub¬ 
lic  authority  under  terms  and  conditions 
which  are  satisfactory  to  the  Commis¬ 
sioner  and  which  provide  reasonable  as¬ 
surance  the  sale  or  transfer  will  even¬ 
tually  be  made. 

Prevailing  Wage  Requirements 
§  205.95  Labor  ^lantlards. 

Any  contract,  subcontract,  or  building 
loan  agreement  executed  for  the  per¬ 
formance  of  construction  of  the  project 
shall  comply  with  all  applicable  stand¬ 
ards  and  provisions  of  the  Regulations  of 
the  Secretary  of  Labor,  published  in  Title 
29.  Code  of  Federal  Regulations,  as  Part  6 
of  Subtitle  A  thereof,  and  as  amended 
from  time  to  time. 

§  205.97  Ineligible  eonlraelort. 

No  land  development  contract  shall 
be  entered  into  with  a  general  contrac¬ 
tor  or  a  subcontractor  if  such  contractor 
or  subcontractor  (or  any  firm,  corpora¬ 
tion,  partnership  or  association  in  which 
such  contractor  or  subcontractor  has  a 
substantial  Interest)  is  on  the  ineligible 
list  of  contractors  or  subcontractors  es¬ 
tablished  by  the  Commissioner  or  by  the 
Comptroller  General  pursuant  to  the 
Regulations  of  the  Secretary  of  Labor 
(29  CFR  5.6(b)). 

§  205.100  Ineligible  ailvunre.ci. 

Unless  approved  by  the  Commissioner, 
no  advance  imder  the  mortgage  shall  be 
eligible  for  insurance  after  notification 
from  the  Commissioner  that  the  general 
contractor  or  any  subcontractor  (or  any 
firm,  corporation,  partnership,  or  asso¬ 
ciation  in  which  such  contractor  or  sub¬ 
contractor  has  a  substantial  interest) 
was,  on  the  date  the  contract  or  subcon¬ 
tract  was  executed,  on  the  ineligible  list 
established  by  the  Commissioner  or  by 
the  Comptroller  General  pursuant  to  the 
provisions  of  the  Regulations  of  the  Sec¬ 
retary  of  Labor  (29  CFR  5.6(b) ) . 

§205.102  Wage  oerlificalo. 

No  advance  under  the  mortgage  shall 
be  eligible  for  insurance  unless  there  is 
filed  with  the  application  for  such  ad¬ 
vance  a  certificate  as  required  by  the 
Commissioner.  The  certificate  shall 


state  that  the  laborers  and  mechanics 
employed  in  the  construction  of  the  proj¬ 
ect  have  been  paid  not  less  than  the 
wages  prevailing  in  the  locality  for  the 
corresponding  classes  of  laborers  and 
mechanics  employed  on  construction  of 
similar  character.  The  prevailing  wage 
determination  shall  be  made  by  the  Sec¬ 
retary  of  Labor  prior  to  the  beginning  of 
construction  and  after  the  date  of  filing 
of  the  application  for  insurance. 

§  205.105  Di.srriininniion  piHtbibitod. 

Any  contract  or  subcontract  executed 
for  the  development  of  land  shall  contain 
a  provision  that  there  shall  be  no  dis¬ 
crimination  against  any  employee,  or 
applicant  for  employment  because  of 
race,  color,  creed,  or  national  origin. 
Where  the  mortgagor  is  the  general  con¬ 
tractor,  the  building  loan  agreement 
shall  contain  the  above  provisions. 

Cost  Certification  Requirements 

§205.110  Certifiralion  of  rosi  require- 
mente. 

(a)  Prior  to  Initial  endorsement  of  the 
mortgage  for  Insurance,  the  mortgagor, 
the  mortgagee,  and  the  Commissioner 
shall  enter  into  an  agreement  approved 
by  the  Commissioner  for  the  purpose  of 
precluding  any  excess  of  mortgage 
proceeds  over  the  amounts  specified  in 
§  205.132.  Under  this  agreement,  the 
mortgagor  shall  agree  to : 

(1)  Disclose  its  relationship  with  the 
general  contractor.  Including  any  col¬ 
lateral  agreement,  and  with  subcontrac¬ 
tors  and  suppliers; 

(2)  Enter  into  a  development  contract 
the  terms  of  which  shall  depend  on 
whether  or  not  there  exists  an  identity 
of  Interest  between  the  mortgagor  and 
the  contractor; 

(3)  Execute  a  certificate  prior  to  each 
insured  advance  showing  actual  amounts 
disbursed  prior  to  the  initial  endorse¬ 
ment  of  the  mortgage  for  insurance  or 
since  the  last  Insured  advance;  and 

(4)  Apply  any  excess  of  mortgage 
proceeds  over  the  amounts  specified  in 
§  205.132  to  reduction  of  the  outstand¬ 
ing  balance  of  the  principal  of  the  mort¬ 
gage,  as  and  when  directed  by  the  Com¬ 
missioner. 

(b)  The  provisions  of  subparagraphs 
(1)  and  (2)  of  paragraph  (a)  of  this  sec¬ 
tion  shall  not  apply  where  the  mort¬ 
gagor  is  the  general  contractor. 

§  20.5.1 12  Form  of  ruiitruct. 

The  form  of  contract  between  the 
mortgagor  and  the  general  contractor 
shall  be  in  accordance  with  the  following : 

(a)  Lump  sum  contract.  If  the  Com¬ 
missioner  determines  that  neither  the 
mortgagor  nor  any  of  the  ofBcers,  direc¬ 
tors,  stockholders,  partners  or  bene¬ 
ficiaries  of  the  mortgagor  have  any  in¬ 
terest  in  the  general  contractor,  there 
may  be  used  a  lump  sum  form  of  con¬ 
tract  providing  for  payment  of  a  specified 
amount. 

(b)  Fixed  fee  contract.  If  the  Com¬ 
missioner  determines  that  the  mortgagor, 
its  ofBcers,  directors,  stockholders,  part¬ 
ners  or  beneficiaries  have  any  Interest, 
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financial  or  otherwise,  In  the  general 
contractor,  the  form  of  contract  shall 
provide  for  payment  of  the  actual  cost 
of  land  development  not  to  exceed  an 
upset  price  and  may  provide  for  pasmient 
of  a  fixed  fee  to  the  general  contractor 
which  shall  not  exceed  a  reasonable  al¬ 
lowance  as  established  by  the  Commis¬ 
sioner,  In  accordance  with  customary 
practices  in  the  area. 

§  205.115  Certificate  as  to  suhcontracH. 

If  the  Commissioner  determines  that 
the  mortgagor.  Its  officers,  directors, 
stockholders,  partners  or  beneficiaries 
have  any  Interest,  financial  or  otherwise. 
In  any  subcontractor  or  material  sup¬ 
plier,  the  mortgagor  shall  certify  (at  such 
times  and  In  such  form  as  may  be  pre¬ 
scribed  by  the  Corrunlssloner  prior  to 
final  endorsement  of  the  mortgage  for 
Insurance)  that  the  amounts  paid  to 
such  subcontractor  or  material  supplier 
were  not  more  than  the  rate  prevailing 
in  the  locaUty  for  similar  type  labor  and 
materials. 

§205.117  Certificalc  of  actual  c«>sl — 
contents  in  general. 

(a)  Submission  of  certificates.  The 
mortgagor’s  certificate  of  actual  cost.  In 
a  form  prescribed  by  the  Commissioner, 
shall  be  submitted  prior  to  each  Insured 
advance. 

(b)  Items  to  be  included.  Each  cer¬ 
tificate  shall  show  the  actual  cost  to  the 
mortgagor  of  Items  as  follows; 

(1)  Development  contract,  where  the 
mortgagor  and  the  general  contractor 
are  separate  ^titles. 

(2)  Construction  of  the  Improvements, 

where  the  mortgagor  Is  the  general  con- 
ti^tor  and  there  is  no  development 
contract.  ' 

(3)  Architect’s  fee,  engineer’s  fee,  and 
land  planning  fees. 

(4)  Offsite  public  utilities  and  streets 
not  Included  In  computations  under  sub- 
paragraphs  (1)  and  (2)  of  this  para¬ 
graph. 

(5)  Organization  and  legal  work. 

(6)  Other  Items  of  expense  approved 
by  the  Commissioner. 

(c)  Items  not  to  be  included.  ITie 
certificate  shall  not  Include  as  actual  cost 
any  kickbacks,  rebates,  trade  discoimts, 
or  other  similar  payments  to  the  mort¬ 
gagor,  or  to  any  of  Its  officers,  directors, 
stockholders,  partners,  or  beneficiaries. 
Any  such  payments  shall  be  deducted 
from  the  costs  determined  under  para¬ 
graph  (b)  of  this  section. 

§  20.5.120  Certificate  of  actual  cost — 
fixed  fee  or  no  contract. 

In  the  case  of  a  cost  plus  fixed  fee  con¬ 
tract  or  where  the  mortgagor  Is  the  gen¬ 
eral  contractor  and  there  Is  no  develop¬ 
ment  contract,  the  certificate  of  actual 
cost.  In  addition  to  the  requirements  of 
S  205.117,  shall  show  the  following 
allowances: 

(a)  Such  general  overhead  Items  as 
are  acceptable  to  the  Commissioner. 

(b)  A  reasonable  allowance  for  the 
general  contractor’s  profit  as  established 
by  the  Commissioner. 
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§  205.122  Certificate  of  actual  cost — 
sabcontractor’s  cost. 

(a)  Submission  of  certificates.  ’The 
Cbmnxlssloner  may  require  the  mort¬ 
gagor  to  submit  a  certificate  of  actual 
cost  showing  all  amounts  actually  paid 
by  a  subcontractor,  material  supplier  or 
equipment  lessor,  where  It  is  determined 
by  the  Commissioner  that  an  Identity 
of  interest  exists  between  either  of  the 
following: 

(1)  The  mortgagor  or  any  of  Its  offi¬ 
cers,  directors,  stockholders,  partners  or 
beneficiaries  and  any  subcontractor, 
material  supplier,  or  equipment  lessor. 

(2)  *1716  general  contractor  and  any 
subcontractor,  material  supplier,  or 
equipment  lessor. 

(b)  Items  to  be  included.  Each  cer¬ 
tificate  shall  show  the  amoimts  paid  for 
labor,  materials,  subcontracts  and  over¬ 
head. 

(c)  Items  not  to  be  included.  The 
certificate  shall  not  Include  amounts 
paid  for  any  kickbacks,  rebates,  trade 
discounts,  or  other  similar  payments  to 
the  general  contractor,  the  mortgagor, 
or  any  of  Its  officers,  directors,  stock¬ 
holders,  partners,  or  beneficiaries. 

§  20.5.125  Conlrartor’*  rerlifiratiun — 
fixed  fee  contract. 

A  general  contractor  receiving  a  fixed 
fee  shall  certify.  In  form  prescribed  by 
the  Commissioner,  as  to  all  actual  costs 
paid  for  labor,  materials,  and  sub¬ 
contract  work  under  the  general  con¬ 
tract.  The  fee  of  the  general  contractor, 
any  kickbacks,  rebates,  trade  discounts, 
or  other  similar  payments  to  the  general 
contractor  or  mortgagor  corporation  or 
any  of  Its  officers,  directors,  stockhold¬ 
ers,  partners  or  beneficiaries  shall  not  be 
Included  In  arriving  at  such  actual  costs. 

§  205.127  Rccortls. 

’The  mortgagor  shall  keep  and  main¬ 
tain  adequate  records  of  all  costs  of  any 
development  or  other  cost  Items  not  rep¬ 
resenting  work  under  the  general  con¬ 
tract  and  shall  require  the  general  con¬ 
tractor  to  keep  similar  records.  Upon 
request  by  the  Commissioner,  such  rec¬ 
ords,  together  with  any  collateral  agree¬ 
ments,  shall  be  made  available  for 
examination. 

§  205.130  Cerlificale  of  public  account¬ 
ant. 

The  certificates  of  actual  cost  shall  be 
supported  by  certificates,  when  required 
by  the  Commissioner,  as  to  accuracy  by 
an  Independent  Certified  Public  Account¬ 
ant  or  independent  public  accountant, 
and  shall  Include  a  statement  that  the 
accounts,  records  and  supporting  docu¬ 
ments  have  been  examined  in  accordance 
with  generally  accepted  auditing  stand¬ 
ards  to  the  extent  deemed  necessary  to 
verify  the  actual  costs. 

§  205.1.32  Reduction  in  mortgage 
amount. 

The  principal  obligation  of  the  mort¬ 
gage  shall  be  reduced  at  final  endorse¬ 
ment  for  insurance  or  at  such  earlier 
times  as  may  be  required  by  the  Com¬ 


missioner,  to  an  amount  not  exceeding 
(with  respect  to  that  portion  of  the  land 
remaining  under  the  mortgage)  SO  per¬ 
cent  of  the  Commissioner’s  estimated 
value  of  such  portion  of  the  land  prior 
to  development;  plus  90  percent  of  the 
actual  cost  of  the  land  development 
allocated  by  the  Commissioner  to  such 
portion. 

§205.135  Effect  of  agreement. 

Any  agreement,  undertaking,  state¬ 
ment.  or  certification  required  In  con¬ 
nection  with  cost  certification  shall  spe¬ 
cifically  state  that  It  has  been  made,  pre¬ 
sented.  and  delivered  for  the  purpose  of 
influencing  an  official  action  of  the  Com¬ 
missioner  and  may  be  relied  upon  as  a 
true  statement  of  the  facts  contained 
therein. 

§  205.137  Co.st  ccriificalion  illcolltc^l- 
able. 

Upon  the  Commissioner’s  approval  of 
the  certification  by  the  mortgagor  as  to 
actual  costs  submitted  In  connection  with 
the  request  for  the  final  insured  advance 
of  mortgage  proceeds,  such  certification 
shall  be  final  and  Incontestable,  except 
for  fraud  or  material  misrepresentation 
on  the  part  of  the  mortgagor.  This  pro¬ 
vision  shall  not  apply  to  any  other  cer¬ 
tification  by  the  mortgagor  as  to  actual 
costs. 

Title 

§205.140  Eligibility  of  litlf. 

In  order  for  the  mortgaged  property 
to  be  eligible  for  Insurance,  the  Commis¬ 
sioner  shall  determine  that  marketable 
title  thereto  is  vested  In  the  mortgagor 
as  of  the  date  the  mortgage  Is  filed  for 
record.  ’The  title  evidence  shall  be  ex¬ 
amined  by  the  Commissioner  and  the 
original  endorsement  of  the  credit  hi- 
strument  for  Insurance  shall  be  evidence 
of  its  acceptability. 

§205.142  Title  evidence. 

Upon  Insurance  of  the  mortgage,  the 
mortgagee  shall  furnish  to  the  Commis¬ 
sioner  a  survey  of  the  mortgaged  prop¬ 
erty,  satisfactory  to  him,  and  a  policy  of 
title  insiu’ance  covering  such  property, 
as  provided  in  paragraph  (a)  of  this  sec¬ 
tion.  If,  for  reasons  the  Commissioner 
deems  satisfactory,  title  Insurance  can¬ 
not  be  furnished,  the  mortgagee  shall 
furnish  such  evidence  of  title  In  accord¬ 
ance  with  paragraph  (b)  or  (c)  of  this 
section,  as  the  Commissioner  may  re¬ 
quire.  Any  survey,  policy  of  title  Insur¬ 
ance,  or  evidence  of  title  required  under 
this  section  shall  be  furnished  without 
expense  to  the  Commissioner.  ’The  types 
of  title  evidence  are : 

(a)  A  policy  of  title  insurance  issued 
by  a  company  and  In  a  form  satisfactory 
to  the  Commissioner.  ’The  policy  shall 
name  as  the  Insureds  the  mortgagee  and 
the  Secretary  of  Housing  and  Urban 
Development,  as  their  respective  Inter¬ 
ests  may  appear.  ’The  policy  shall  provide 
that  upon  acquisition  of  title  by  the 
mortgagee  or  the  Secretary,  It  will  be¬ 
come  an  owner’s  policy  running  to  the 
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mortgagee  or  the  Secretary,  as  the  case 
maybe. 

(b)  An  abstract  of  title  satisfactory  to 
the  Commlssicaier,  prepcured  by  an  ab¬ 
stract  company  or  individual  engaged  in 
the  bu^ess  of  preparing  abstracts  of 
title,  accompanied  by  a  legal  <vlnion 
satisfactory  to  the  Commissioner  as  to 
the  quality  of  such  title,  signed  by  an  at¬ 
torney  at  law  experienced  in  the  ex¬ 
amination  of  titles. 

(c)  Torrens  or  similar  title  certifi¬ 
cate. 

§  205.249  Effect  of  amendnienlM. 

The  regulations  in  this  subpart  may  be 
amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole  or  in 
part,  but  such  amendment  shall  not  ad¬ 
versely  affect  the  interests  of  a  mortgagee 
or  lender  tmder  the  contract  of  Insurance 
on  any  mortgage  or  loan  already  insured 
and  shall  not  adversely  affect  the  in¬ 
terests  of  a  mortgagee  or  lender  on  any 
mortgage  or  loan  to  be  Insured  on  which 
the  Commissioner  has  made  a  commit¬ 
ment  to  insure. 

Subpart  B— Contract  Rights  and 
Obligations 

§  205.251  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  8S  207.- 
251  et  seq.  (Part  207,  Subpart  B)  of  this 
chapter,  covering  mortgages  Insured  un¬ 
der  section  207  of  the  National  Housing 
Act,  apply  to  mortgages  on  a  land  de¬ 
velopment  insured  under  title  X  of  the 
National  Housing  Act,  except  the  follow¬ 
ing  provisions: 

307.251  Definitions. 

207.253  First,  second  and  third  premiums. 
207.253  Adjusted  premium  and  termination 
charges. 

(b)  For  the  purposes  of  this  sutv&rt, 
all  references  in  Part  207  of  this  chapter 
to  section  207  of  the  Act  shall  be  con¬ 
strued  to  refer  to  title  X  of  the  Act. 

(c)  All  of  the  definitions  in  8  205.1 
shall  apply  to  this  subpart.  In  addition, 
as  used  in  this  part,  the  term  "contract 
of  insurance"  means  the  agreement  evi¬ 
denced  by  the  Commissioner’s  insurance 
endorsement  and  Includes  the  provisions 
of  this  subpart  and  of  the  Act. 

§  205.253  Mortgage  insurance  prciniiini. 

Mortgage  insurance  premiums  shall  be 
payable  in  advance  by  the  mortgagee  to 
the  Commissioner  in  accordance  with  the 
following  provisions: 

(a)  In  all  cases  except  where  the 
mortgage  cover  a  water  and/or  sewer 
system,  the  mortgage  insurance  premium 
shall  be  paid  as  follows: 

(1)  Upon  initial  endorsement  of  the 
mortgage  for  insurance,  there  shall  be 
paid  an  amount  equal  to  2  percent  of 
the  face  amount  of  the  mortgage.  Such 
payment  shall  cover  the  first  3  years 
of  the  mortgage  insurance  or  the  entire 
term  of  the  mortgage  insurance  when 
such  term  does  not  exceed  3  years. 

(2)  If  the  mortgage  term  exceeds  3 
years  there  shall  be  paid  on  the  third 
anniversary  of  the  initial  endorsement  of 


the  mortgage  for  insurance,  and  on  each 
succeeding  anniversary  date  of  such  en¬ 
dorsement,  an  amount  equal  to  1  percent 
of  the  outstanding  principal  balance  of 
the  mortgage  at  the  end  of  the  previous 
mortgage  Insurance  year,  which  shall  be 
adjusted  to  give  effect  to  reductions  in 
the  principal  balance  of  the  mortgage  re¬ 
sulting  from  sale  of  portions  of  the  prop¬ 
erty  covered  by  the  mortgage,  but  with¬ 
out  taking  into  consideration  delinquent 
payments  or  prepajrments. 

(3)  If  the  mortgage  term  exceeds  3 
years  and  contains  amortization  pro¬ 
visions,  the  mortgage  insurance  premium 
shall  be  adjusted  so  that  subsequent 
mortgage  Insurance  premiums  shall  be 
paid  on  the  anniversary  dates  of  the 
commencement  of  amortization  rather 
than  on  the  anniversary  dates  of  the 
Initial  endorsement  of  the  mortgage  for 
insurance. 

(b)  If  the  mortgage  covers  a  water 
and/or  sewer  system,  the  mortgage  in¬ 
surance  premium  ^all  be  paid  as 
follows: 

(1)  Upon  Initial  endorsement  of  the 
mortgage  for  Insurance,  there  shall  be 
paid  an  amount  equal  to  one-twelfth  of  1 
percent  of  the  original  face  amount  of 
the  mortgage  for  each  month  or  fraction 
thereof  prior  to  the  date  of  commence¬ 
ment  of  amortization. 

(2)  Upon  commencement  of  amortiza¬ 
tion  and  on  each  anniversary  date  there¬ 
after  imtll  the  mortgage  is  paid  in  full 
(or  until  receipt  by  the  Commissioner 
of  an  application  for  Insurance  benefits, 
or  imtil  the  contract  of  mortgage  in¬ 
surance  is  otherwise  terminated  with 
the  consent  of  the  Commissioner),  there 
shall  be  paid  an  amount  equal  to  three- 
fourths  of  1  percent  of  the  average  out¬ 
standing  principal  balance  of  the  mort¬ 
gage  for  the  year  following  the  date  on 
which  such  premium  becomes  payable, 
without  taking  into  consideration  de¬ 
linquent  payments  or  prepayments. 

PART  207— MULTIFAMILY  HOUSING 
MORTGAGE  INSURANCE 
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Richts  in  Housmo  Pond 

Sec. 

207.263 

No  vested  right  In  fund. 

Amendments 

207.499 

Effect  of  amendments. 

AuTHoamr:  The  provisions  of  this  Part  207 
issued  under  secs.  207,  211,  62  Stat.  16,  u 
amended,  23,  as  amended;  12  UJ9.0.  1718, 
1715b. 

Subpart  A — Eligibility  Requirements 
Applications  and  Commitments 

§  207.1  Application,  commitment,  and 
required  fees. 

(a>  Application.  An  application  for 
the  issuance  of  either  a  conditional  or 
firm  commitment  for  insurance  of  a 
mortgage  on  a  project  shall  be  submitted 
by  an  approved  mortgagee  and  by  the 
sponsors  of  such  project  through  the 
local  FHA  office  on  an  approved  FHA 
form.  No  application  shall  be  considered 
unless  accompanied  by  the  exhibits  called 
for  by  the  form. 

(b)  Application  for  conditional  com¬ 
mitment.  An  appUcation  fee  of  $1.50  per 
thousand  dollars  of  the  amount  of  the 
mortgage  applied  for  shall  accom¬ 
pany  the  application  for  a  conditional 
commitment. 

(c)  Application  for  firm  commitment. 
An  application  for  a  firm  commitment 
shali  be  accompanied  by  the  payment  of 
an  application  fee  of  $1.50  per  thousand 
dollars  of  the  amoimt  of  the  mortgage 
applied  for.  if  such  fee  has  not  been  pre¬ 
viously  submitted.  A  commitment  fee,  in 
an  amount  which,  when  added  to  the  ap¬ 
plication  fee.  wlU  aggregate  $3  per  thou¬ 
sand  dollars  of  the  mortgage  applied 
for,  shall  also  be  submitted  with  the  ap¬ 
plication  for  a  firm  commitment.  The 
payment  of  a  commitment  fee  shall  not 
be  required  in  connection  with  an  in¬ 
sured  mortgage  involving  the  sale  by  the 
government  of  housing  or  property  ac¬ 
quired,  held  or  constructed  pursuant  to 
the  Atomic  Energy  Community  Act  of 
1955,  as  provided  in  §  207.31(b)  (4) . 

(d)  Commitment — (1)  Conditional 
commitment.  The  issuance  of  a  condi¬ 
tional  commitment  indicates  completion 
of  the  Commissioner’s  preliminary  analy¬ 
sis  of  the  project  and  constitutes  an 
agrreement  by  the  CTommissioner,  subject 
to  specified  terms  and  conditions,  to 
accept  an  application  for  a  firm 
commitment. 

(2)  Firm  commitment.  The  issuance 
of  a  firm  commitment  indicates  the  Com¬ 
missioner’s  approval  of  the  application 
for  insurance  and  sets  forth  the  terms 
and  conditions  upon  which  the  mortgage 
\^dll  be  Insured. 

(3)  Types  of  firm  commitment.  The 
firm  commitment  may  provide  for  the 
Insurance  of  advances  of  mortgage  mon¬ 
ey  made  during  construction  or  may  pro¬ 
vide  for  the  Insurance  of  the  mortgage 
after  completion  of  the  improvements. 

(4)  Term  of  commitment,  (i)  A  con¬ 
ditional  commitment  shall  be  effective 
for  whatever  term  is  specified  in  the  text 
of  the  commitment. 

(il>  A  firm  commitment  to  Insure  ad¬ 
vances  shall  be  effective  for  a  period  of 


not  more  than  180  days  from  the  date 
of  Issuance. 

(ill)  A  firm  commitment  to  insure 
upon  comcdetloii  shall  be  effective  for  a 
designated  term  within  which  the  mort¬ 
gagor  is  required  to  begin  construction, 
and  if  construction  is  begun  as  required, 
the  commitment  shall  be  effective  for 
such  additional  period,  estimated  by  the 
Commissioner,  as  will  allow  for  comple¬ 
tion  of  construction. 

(iv)  The  term  of  either  a  conditional 
or  firm  commitment  may  be  extended  in 
such  manner  as  the  Commissioner  may 
prescribe. 

(e)  Inspection  fee.  The  firm  commit¬ 
ment  may  provide  for  the  pasmient  of  an 
inspection  fee  in  an  amount  not  to  ex¬ 
ceed  $5  per  thousand  dollars  of  the  com¬ 
mitment.  If  an  inspection  fee  is  required, 
it  shall  be  paid  as  follows: 

(1)  If  the  case  involves  the  Insurance 
of  advances,  it  shall  be  paid  at  the  time 
of  Initial  endorsement. 

(2)  If  the  case  involves  insurance  upon 
completion,  it  shall  be  paid  prior  to  the 
date  construction  is  begun. 

(f)  Fees  on  increases — il)  Increase  in 
firm  commitment  prior  to  endorsement. 
An  application,  filed  prior  to  initial  en¬ 
dorsement  (or  prior  to  endorsement  in  a 
case  involving  insurance  upon  comple¬ 
tion),  for  an  increase  in  the  amount  of 
an  outstanding  firm  commitment  shall 
be  accompanied  by  a  combined  addi¬ 
tional  application  and  commitment  fee. 
This  combined  additional  fee  shall  be  in 
an  amoimt  which  will  aggregate  $3  per 
thousand  dollars  of  the  amount  of  the 
requested  increase.  If  an  inspection  fee 
was  required  in  the  original  commitment, 
an  additional  inspection  fee  shall  be  paid 
in  an  amount  computed  at  the  same  dol¬ 
lar  rate  per  thousand  dollars  of  the 
amount  of  increase  in  commitment  as 
was  used  for  the  inspection  fee  required 
in  the  original  commitment.  When  in¬ 
surance  of  advances  is  involved,  the  ad¬ 
ditional  inspection  fee  shall  be  paid  at 
the  time  of  initial  endorsement.  When 
insurance  upon  completion  is  involved, 
the  additional  Inspection  fee  shall  be 
paid  prior  to  the  date  construction  is 
begun  or  if  construction  has  begun,  it 
shall  be  paid  with  the  application  for 
increase. 

(2)  Increase  in  mortgage  between  ini¬ 
tial  and  final  endorsement.  Upon  an  ap¬ 
plication,  filed  between  initial  and  final 
endorsement,  for  an  increase  in  the 
amount  of  the  mortgage,  either  by 
amendment  or  by  substitution  of  a  new 
mortgage,  a  combined  additional  appli¬ 
cation  and  commitment  fee  shall  ac¬ 
company  the  application.  ’This  combined 
additional  fee  shall  be  in  an  amount 
which  will  aggregate  $3  per  thousand 
dollars  of  the  amount  of  the  increase  re¬ 
quested.  If  an  inspection  fee  was  required 
in  the  original  commitment,  and  addi¬ 
tional  inspection  fee  shall  accompany  the 
application  in  an  amount  not  to  exceed 
the  $5  per  thousand  dollars  of  the 
amount  of  the  increase  requested. 

(3)  Loan  to  cover  operating  losses.  In 
connection  with  a  loan  to  cover  operating 
losses  occurring  during  the  first  2  years 


following  completion  of  the  project,  a 
combined  application  and  commitment 
fee  of  $3  per  thousand  dollars  of  the 
amount  of  the  loan  applied  for  shall  be 
submitted  with  the  application  for  the 
commitment.  No  inspection  fee  shall  be 
required. 

(g)  Reopening  of  expired  commit¬ 
ments.  An  expired  conditional  or  firm 
commitment  may  be  reopened  if  a  request 
for  reopening  is  received  by  the  Com¬ 
missioner  within  90  days  of  the  expira¬ 
tion  of  the  commitment.  The  reopening 
request  shall  be  accompanied  by  a  fee 
of  50  cents  per  thousand  dollars  of  the 
amount  of  the  expired  commitment.  If 
the  reopening  request  is  not  received  by 
the  Commissioner  within  the  required 
90-day  period,  a  new  application,  ac¬ 
companied  by  the  required  application 
and  commitment  fee,  must  be  submitted. 

(h)  Transfer  fee.  Upon  application  for 
approval  of  a  transfer  of  pl^slcal  assets 
or  the  substitution  of  mortgagors,  a 
transfer  fee  of  50  cents  per  thousand  dol¬ 
lars  shall  be  paid  on  the  original  face 
amount  of  the  mortgage  in  all  cases, 
except  that  a  transfer  fee  shall  not  be 
paid  where  both  parties  to  the  transfer 
transaction  are  nonprofit  organizations. 

(1)  Refund  of  fees.  If  the  amount  of 
the  commitment  issued  or  increase  in 
mortgage  granted  is  less  than  the 
amount  applied  for,  the  Commissioner 
shall  refund  the  excess  amount  of  the 
application  and  commitment  fees  sub¬ 
mitted  by  the  applicant.  If  an  applica¬ 
tion  is  rejected  before  it  is  assigned  for 
processing,  or  in  such  other  instances  as 
the  Cemunissioner  may  determine,  the 
entire  application  and  commitment  fees 
or  any  portion  thereof  may  be  returned 
to  the  applicant.  Commitment,  inspection 
and  reopening  fees  may  be  refunded,  in 
whole  or  in  part,  if  it  is  determined  by 
the  Commissioner  that  there  is  a  lack 
of  need  for  the  housing  or  that  the  con¬ 
struction  or  financing  of  the  project  has 
been  prevented  because  of  condemnation 
proceedings  or  other  legal  action  taken 
by  a  governmental  body  or  public  agency, 
or  in  such  other  instances  as  the  Com¬ 
missioner  may  determine.  A  tran.«5fer  fee 
may  be  refunded  only  in  such  instances 
as  the  Commissioner  may  determine. 

§  207.2  Maximum  fees  and  charges  by 
mortgagee. 

The  mortgagee  may  collect  from  the 
mortgagor  the  amount  of  the  fees  pro¬ 
vided  for  in  this  subpart.  The  mort¬ 
gagee  may  also  collect  from  the  mort¬ 
gagor  an  initial  service  charge  in  an 
amount  not  to  exceed  2  percent  of  the 
original  principal  amount  of  the  mort¬ 
gage,  to  reimburse  the  mortgagee  for  the 
cost  of  closing  the  transaction.  Any  ad¬ 
ditional  charges  or  fees  collected  from 
the  mortgagor  shall  be  subject  to  prior 
approval  of  the  Commissioner. 

Eligible  Mortgages 
§  207.3  Mortgage  provisions. 

(a)  Mortgage  form.  ’The  mortgage 
shall  be: 

( 1 )  Executed  on  a  form  approved  by  the 
Commissioner  for  use  in  the  jurisdiction 
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In  which  the  property  covered  by  the 
mortgage  Is  situated,  which  form  shall 
not  be  changed  without  the  prior  written 
approval  of  the  Commissioner. 

(2)  Executed  by  a  mortgagor  with  the 
qualifications  as  provided  in  this  subpart. 

(3)  A  first  lien  on  property  that  con¬ 
forms  with  the  property  standards  pre¬ 
scribed  by  the  Commissioner. 

(b)  Disbursement  of  the  mortgage. 
The  mortgagee  shall  obligated,  as  a 
part  of  the  mortgage  transaction,  to  dis¬ 
burse  the  principal  amount  of  the  mort¬ 
gage,  to,  or  for  the  account  of  the  mort¬ 
gagor  or  to  his  creditors  for  his  account 
and  with  his  consent. 

§  207.4  Maximum  mortgage  amounts. 

(a)  Dollar  and  loan-to-value  limita¬ 
tions.  A  mortgage  may  Involve  a  prin¬ 
cipal  obligation  not  in  excess  of  the  lesser 
of  the  following: 

(1)  $20,000,000  if  executed  by  a  Private 
Mortgagor; 

(2)  $50,000,000  if  executed  by  a  Public 
Mortgagor; 

(3)  90  percent  of  the  estimated  value 
(replacement  cost  if  project  is  located  in 
Alaska  or  in  Guam)  of  the  project; 

(4)  For  such  part  of  the  property  or 
project  attributable  to  dwelling  use  (ex¬ 
cluding  exterior  land  improvements  as 
defined  by  the  Commissioner)  an  amount 
per  family  unit,  depending  on  the  niun- 
ber  of  bedrooms,  which  may  be: 

(1)  $9,900  without  a  bedroom. 

(ii)  $13,750  with  one  bedroom. 

(ill)  $16,500  with  tw’o  bedrooms. 

(Iv)  $20,350  with  three  bedrooms. 

(V)  $23,100  with  four  or  more  bed¬ 
rooms. 

(b)  Increased  mortgage  amount — ele¬ 
vator  type  structures.  In  order  to  com¬ 
pensate  for  the  higher  costs  incident  to 
construction  of  elevator  type  structures 
of  sound  standards  of  construction  and 
design,  the  Commissioner  may  increase 
the  dollar  amount  limitations  per  family 
unit  as  provided  in  paragraph  (a)(4)  of 
this  section  to  not  to  exceed: 

(1)  $11,550  per  family  unit  without  a 
bedroom, 

(2)  $16,500  per  family  unit  with  one 
bedroom. 

(3)  $19,800  per  family  unit  with  two 
bedrooms. 

(4)  $24,750  per  family  unit  with  three 
bedrooms. 

(5)  $28,050  per  family  unit  with  four 
or  more  bedrooms. 

(c)  Increased  mortgage  amount — high 
cost  areas.  (1)  In  any  geographical 
area  where  the  Commissioner  finds  cost 
levels  so  require,  the  Commissioner  may 
Increase,  by  not  to  exceed  45  percent, 
the  dollar  amoimt  limitations  set  forth 
in  paragraphs  (a)  (4)  and  (b)  of  this 
section. 

(2)  If  the  Commissioner  finds  that 
because  of  high  costs  in  Alaska,  Guam, 
or  Hawaii  it  is  not  feasible  to  construct 
dwellings  without  the  sacrifice  of  soimd 
standards  of  construction,  design,  and 
livability  within  the  limitations  of  max- 
imiun  mortgage  amounts  provided  in 
this  section,  the  principal  obligation  of 
mortgages  may  be  Increased  in  such 
amounts  as  may  be  necessary  to  com- 
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pensate  for  such  costs,  but  not  to  exceed 
in  any  event  the  maximum,  including 
high  cost  area  increases,  if  any,  other¬ 
wise  applicable  by  more  than  one-half 
thereof. 

(d)  Adjusted  mortgage  amount — re¬ 
habilitation  projects.  A  mortgage  hav¬ 
ing  a  principal  amount  computed  in  com¬ 
pliance  with  the  applicable  provisions  of 
this  section,  and  which  involves  a  project 
to  be  repaired  or  rehabilitated,  shall  be 
subject  to  the  following  additional  limi¬ 
tations: 

(1)  Property  held  in  jee.  If  the  mort¬ 
gagor  is  the  fee  simple  owner  of  the  proj¬ 
ect,  the  maximum  mortgage  amount 
shall  not  exceed  100  percent  of  the  Com¬ 
missioner’s  estimate  of  the  cost  of  tlie 
proposed  repairs  or  rehabilitation;  or 

(2)  Property  subject  to  existing  mort¬ 
gage.  If  the  mortgagor  owns  the  project 
subject  to  an  outstanding  indebtedness, 
which  is  to  be  refinanced  with  part  of  the 
Insured  mortgage,  the  maximum  mort¬ 
gage  amount  shall  not  exceed:  (i)  The 
Commissioner’s  estimate  of  the  cost  of 
the  repair  or  rehabilitation;  plus  (ii) 
such  portion  of  the  outstanding  indebt¬ 
edness  as  does  not  exceed  90  percent  of 
the  Commissioner’s  estimate  of  the  fair 
market  value  of  such  land  and  improve¬ 
ments  prior  to  the  repair  or  rehabilita¬ 
tion;  or 

(3)  Property  to  be  acquired.  If  the 
project  is  to  be  acquired  by  the  mort¬ 
gagor  and  the  purchase  price  is  to  be 
financed  with  a  part  of  the  insured  mort¬ 
gage,  the  maximum  mortgage  amount 
shall  not  exceed  90  percent  of:  (1)  The 
Commissioner’s  estimate  of  the  cost  of 
the  repair  or  rehabilitation  and  (ii)  the 
actual  purchase  price  of  the  land  and 
improvements,  but  not  in  excess  of  the 
Commissioner’s  estimate  of  the  fair 
market  value  of  such  land  and  improve¬ 
ments  prior  to  the  repair  or  rehabilita¬ 
tion. 

(e)  Reduced  mortgage  amount — lease¬ 
holds.  In  the  event  the  mortgage  is  on 
a  leasehold  estate  rather  than  on  a  fee 
simple  holding,  the  value  or  replacement 
cost  of  the  property  on  which  the  mort¬ 
gage  is  based  is  the  value  or  replacement 
cost  of  the  property  in  fee  simple  re¬ 
duced  by  an  amount  equal  to  the  cap¬ 
italized  value  of  the  ground  rent. 

(f)  Loans  to  cover  2-year  operating 
loss — (1)  Operating  loss  determination. 
When  the  Commissioner  determines  that 
an  operating  loss  has  occurred  during  the 
first  2  years  following  completion  of  the 
project,  he  may,  in  his  discretion,  accept 
for  Insurance  under  this  part,  a  loan  to 
cover  such  loss.  For  the  purposes  of  this 
section,  an  operating  loss  shall  occur 
when  the  Commissioner  determines  that 
the  total  of  the  taxes.  Interest  on  the 
mortgage  debt,  mortgage  Insurance 
premiums,  hazard  Insurance  premiums, 
and  the  expense  of  maintenance  and 
operation  of  the  project  (excluding  de¬ 
preciation)  exceeds  the  project  Income. 

(2)  Security  instrument.  The  loan 
shall  be  secured  by  an  Instrument  in  a 
form  approved  by  the  Commissioner  for 
use  in  the  Jurisdiction  in  which  the  proj¬ 
ect  is  located. 

(3)  Maximum  interest  rate.  The  loan 
may  bear  Interest  at  such  rate  as  may  be 
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agreed  upon  by  the  mortgagee  and  the 
mortgagor,  but  in  no  case  shall  such  rate 
exceed  the  ■  rate  in  effect  tmder  §  207.7 
on  the  date  the  commitment  is  Issued. 
Interest  shall  be  payable  in  monthly  in¬ 
stallments  on  the  principal  then  out¬ 
standing. 

(4)  Maturity.  The  loan  shall  be 
limited  to  a  term  not  exceeding  the  un¬ 
expired  term  of  the  original  mortgage. 

§  207.5  Maturity. 

The  mortgage  shall  have  a  maturity 
satisfactory  to  the  Commissioner,  de¬ 
pending  upon  the  risk  involved  and  the 
general  character  of  the  project,  and 
shall  contain  complete  amortization  or 
sinking-fund  provisions  satisfactory  to 
the  Commissioner. 

§  207.6  Payment  requirements. 

(a)  Method  of  payment.  The  mort¬ 
gage  shall  provide  for  monthly  payments 
on  the  first  day  of  each  month  on  account 
of  Interest  and  principal  and  shall  pro¬ 
vide  for  payments  in  accordance  with 
an  amortization  plan  as  agreed  upon  by 
the  mortgagor,  the  mortgagee  and  the 
Ctommissloner. 

(b)  Date  of  first  payment  to  principal. 
The  Commissioner  shall  estimate  the 
time  necessary  to  complete  the  project 
and  shall  establish  the  date  of  the  first 
pasunent  to  principal  so  that  the  lapse 
of  time  between  completion  of  the  proj¬ 
ect  and  commencement  of  amortization 
will  not  be  longer  than  necessary  to  ob¬ 
tain  sustaining  occupancy. 

§  207.7  Maximum  interest  rule. 

(a)  The  mortgage  shall  bear  interest 
at  the  rate  a^eed  upon  by  the  mortgagee 
and  the  mortgagor,  which  rate  shall  not 
exceed  7  percent,  except  that  where  a 
letter  inviting  submission  of  an  applica¬ 
tion  for  commitment  was  issued  by  the 
Secretary  before  February  18, 1971,  or  an 
application  for  commitment  was  received 
by  the  Secretary  before  February  18, 
1971,  the  mortgage  may  bear  Interest  at 
the  maximum  rate  in  effect  at  the  time  of 
issuance  of  the  letter  or  receipt  of  the 
application. 

(b)  Interest  shall  be  payable  in 
monthly  Installments  on  the  principal 
amount  of  the  mortgage  outstanding  on 
the  due  date  of  each  installment. 

§  207.8  Mortgage  to  cover  the  entire 
property. 

The  mortgage  shall  cover  the  entire 
property  Included  in  the  housing  project. 

§  207.9  Covenant  against  liens. 

The  mortgage  shall  contain  a  covenant 
against  the  creation  by  the  mortgagor 
of  liens  against  the  property  superior  or 
inferior  to  the  lien  of  the  mortgage  ex¬ 
cept  for  such  inferior  lien  as  may  be 
required  in  connection  with  the  Insurance 
of  an  operating  loss  loan  or  a  supple¬ 
mentary  loan. 

§  207.10  Covenant  for  fire  insurance. 

The  mortgage  shall  contain  a  cove¬ 
nant  acceptable  to  the  Comml.ssloner 
binding  the  mortgagor  to  keep  the  prop¬ 
erty  Insured  by  a  standard  policy  or  poli¬ 
cies  against  fire  and  such  other  hazards 
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as  the  Commissioner,  upon  the  Insurance 
of  the  mortgage,  may  stipulate.  In  an 
amoimt  which  will  comply  with  the  co- 
insurance  clause  applicable  to  the  loca¬ 
tion  and  character  of  the  property,  but 
not  less  than  80  percent  of  the  actual 
cash  value  of  the  Insurable  improve¬ 
ments  and  equipment  of  the  project. 
The  initial  coverage  shall  be  in  an 
amount  estimated  by  the  Commissioner 
at  the  time  of  completion  of  the  entire 
project  or  units  thereof.  The  policies 
evidencing  such  insurance  shall  have 
attached  thereto  a  standard  mortgagee 
clause  making  loss  payable  to  the  mort¬ 
gagee  and  the  Commissioner,  as  inter¬ 
ests  may  appear. 

§  207.11  Soundness  of  project. 

No  mortage  shall  be  accepted  for  in¬ 
surance  unless  the  Commissioner  finds 
that  the  property  or  project  with  respect 
to  which  the  mortgage  is  executed  is  eco¬ 
nomically  sound,  except  that  as  to 
mortgages  covering  property  located  in 
Alaska  or  in  Guam,  or  in  Hawaii,  no 
mortgage  shall  be  accepted  for  insur¬ 
ance  unless  the  Commissioner  finds  that 
the  property  or  project  is  an  acceptable 
risk  giving  consideration  to  the  acute 
housing  shortage  in  Alaska,  or  in  Guam, 
or  in  Hawaii. 

§  207.12  Accumulation  of  accruals. 

(a)  The  mortgage  shall  provide  for 
payments  by  the  mortgagor  to  the  mort¬ 
gagee  on  each  interest  payment  date  of 
an  amount  sufficient  to  accumulate  in 
the  hands  of  the  mortgagee  one  payment 
period  prior  to  its  due  date,  the  next 
annual  mortgage  insurance  premium 
payable  by  the  mortgagee  to  the  Com¬ 
missioner.  Such  payments  shall  con¬ 
tinue  only  so  long  as  the  contract  of  in¬ 
surance  shall  remain  in  effect. 

(b)  The  mortgage  shall  provide  for 
such  equal  monthly  payments  by  the 
mortgagor  to  the  mortgagee  as  will 
amortize  the  ground  rents,  if  any,  and 
the  estimated  amount  of  all  taxes,  water 
rates  and  special  assessments,  if  any.  and 
fire  and  other  hazard  insurance  premi¬ 
ums,  within  a  period  ending  one  month 
prior  to  the  dates  on  which  the  same 
become  delinquent.  The  mortgage  shall 
further  provide  that  such  pa3mients 
shall  be  held  by  the  mortgagee,  for  the 
purpose  of  paying  such  ground  rents, 
taxes,  water  rates  and  assessments,  and 
Insurance  premiums,  before  the  same 
become  delinquent.  The  mortgage  must 
also  make  provision  for  adjustments,  in 
case  the  estimated  amount  of  such  taxes, 
water  rates  and  assessments,  and  insur¬ 
ance  premiums  shall  prove  to  be  more, 
or  less,  than  the  actual  amount  thereof 
so  paid  by  the  mortgagor. 

§  207.13  Application  of  pa>Tnents. 

(a)  The  mortgage  shall  provide  that 
all  monthly  pasmients  to  be  made  by  the 
mortgagor  to  the  mortgagee  shall  be 
added  together  and  the  aggregate 
amount  thereof  shall  be  paid  by  the 
mortgagor  upon  each  monthly  payment 
date  in  a  single  payment.  The  mort¬ 
gagee  shall  apply  the  same  to  the  fol¬ 
lowing  items  in  the  order  set  forth: 
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(1)  Premium  charges  imder  the  con¬ 
tract  of  insurance: 

(2)  Groimd  rents,  taxes,  special  as¬ 
sessments  and  fire  and  other  hazard 
insurance  premiums: 

(3)  Interest  on  the  mortgage: 

(4)  Amortization  of  the  principal  of 
the  mortgage. 

(b)  Any  deficiency  in  the  amount  of 
any  such  aggregate  monthly  payment 
shall  constitute  an  event  of  default.  The 
mortgage  shall  further  provide  for  a 
grace  period  of  30  days,  within  which 
time  the  default  must  be  made  good. 

§  207.14  Prepayment  privilege;  pre¬ 
payment  and  late  charges. 

(a)  Prepayment  privilege.  The  mort¬ 
gage  shall  contain  a  provision  permitting 
the  mortgagor  to  prepay  the  mortgage  in 
whole  or  in  part  upon  any  Interest  pay¬ 
ment  date  after  giving  to  the  mortgagee 
30  days’  notice  in  writing  in  advance  of 
its  intention  to  so  prepay. 

(b)  Prepayment  charge.  The  mort¬ 
gage  may  contain  a  provision  for  such 
additional  charge  in  the  event  of  pre¬ 
payment  of  principal  as  may  be  agreed 
upon  between  the  mortgagor  and  mort¬ 
gagee.  However,  the  mortgagor  shall  be 
permitted  to  prepay  up  to  15  percent  of 
the  original  principal  amount  of  the 
mortgage  in  any  one  calendar  year  with¬ 
out  any  such  additional  charge.  Any 
reduction  in  the  original  princip^ 
amount  of  the  mortgage  resulting  from 
the  certification  of  cost  requirements  of 
this  part  shall  not  be  construed  as  a 
prepayment  of  the  mortgage. 

(c)  Late  charge.  The  mortgage  may 
provide  for  the  collection  by  the  mort¬ 
gagee  of  a  late  charge,  not  to  exceed  2 
cents  for  each  dollar  of  each  payment  to 
interest  or  principal  more  than  15  days 
in  arrears,  to  cover  the  expense  involved 
in  handling  delinquent  payments.  Late 
charges  shall  be  separately  charged  to 
and  collected  from  the  mortgagor  and 
shall  not  be  deducted  from  any  aggregate 
monthly  payment. 

§  207.1. '>  Issuance  of  bonds  secured  by 
trust  indenture. 

In  the  event  that  bonds  or  other  obli¬ 
gations  are  to  be  issued  as  a  part  of  the 
Insured  mortgage  transaction,  the  form 
of  bonds  and  the  form  of  trust  Indenture 
shall  be  subject  to  the  approval  of  the 
Commissioner,  and  shall  be  subject  to 
the  following  conditions: 

(a)  The  Trustee  named  in  such  trust 
indenture  shall  be  a  banking  institutio.i 
or  trust  company  (authorized  to  act  in 
a  fiduciary  capacity  and  which  is  a 
mortgagee  approved  by  the  Commis¬ 
sioner)  :  arid 

(b)  The  Trustee  shall  be  the  holder 
of  record  of  the  insured  mortgage  (rep¬ 
resented  by  the  trust  Indenture)  and 
shall  be  authorized  to  act  on  behalf  of 
the  holders  of  such  bonds  or  other  obli¬ 
gations  in  all  matters  concerning  the 
mortgage  insurance  contract:  and 

(c)  The  holders  of  the  bonds  or  other 
obligations  shall  look  solely  to  the  Trus¬ 
tee  for  the  benefits  of  the  contract  of 
mortgage  insurance  and  the  trust  in¬ 
denture  shall  expressly  authorize  the 


Commissioner  to  make  pa3nnent  of  any 
claim  imder  the  contract  of  mortgage 
insurance  to  the  Trustee,  without  liabil¬ 
ity  or  accountability  to  the  bond  holders 
to  see  to  the  application  of  the  mortgage 
Insurance  contract  benefits:  and 

(d)  The  bonds  or  other  obligations 
shall  be  Issued  only  to  holders  meeting 
the  following  qualifications: 

(1)  A  mortgagee  approved  by  the 
Commissioner: 

(2)  A  pension  or  retirement  fund  or 
a  profit-sharing  plan  maintained  and 
administered  by  a  corporation  or  by  a 
governmental  agency  or  by  a  trustee 
or  trustees,  which  has  lawful  authority 
to  acquire  the  bonds  or  other  obligations: 
or 

(3)  A  charitable  or  nonprofit  organi¬ 
zation. 

§  207.16  Mortgagor's  rertificate  of  non¬ 
discrimination  and  mortgage  cove¬ 
nant  regarding  use  of  property. 

(a)  The  mortgagor  shall  certify  to  the 
Commissioner  as  to  each  of  the  following 
points : 

(1)  That  neither  he  (it),  nor  anyone 
authorized  to  act  for  him  (it) ,  will  refuse 
to  sell  or  rent,  after  the  making  of  a 
bona  fide  offer,  or  refuse  to  negotiable  for 
the  sale  or  rental  of,  or  otherwise  make 
ima variable  or  deny  the  property  covered 
by  the  mortgage  to  any  person  because 
of  race,  color,  religion,  or  national  origin. 

(2)  That  any  restrictive  covenant  on 
such  property  relating  to  race,  color, 
religion,  or  national  origin  is  recognized 
as  being  illegal  and  void  and  is  hereby 
specifically  disclaimed. 

(3)  That  civil  action  for  preventative 
relief  may  be  brought  by  the  Attorney 
General  in  any  appropriate  U.S.  District 
Court  against  any  person  responsible  for 
a  violation  of  this  certification. 

(b)  The  mortgage  shall  contain  a 
covenant  prohibiting  the  use  of  the  prop¬ 
erty  covered  thereby  for  any  purpose 
other  than  that  for  which  it  was  in¬ 
tended  at  the  date  the  mortgage  was 
executed. 

Eligible  Mortgagors 
§  207.17  Classification. 

In  order  to  be  eligible  as  a  mortgagor 
under  this  subpart  the  applicant  must 
be: 

(a)  Private  mortgagors.  Any  mort¬ 
gagor  approved  by  the  Commissioner, 
which  until  the  termination  of  all  obli¬ 
gations  of  the  Commissioner  under  the 
Insurance  contract  and  during  such  fur¬ 
ther  period  of  time  as  the  Commissioner 
shall  be  the  owner,  holder,  or  reinsurer 
of  the  mortgage.  Is  regulated  or  restricted 
by  the  Commissioner  as  to  rents  or  sales, 
charges,  capital  structure,  rate  of  return, 
and  methods  of  operation. 

(b)  Public  mortgagors.  A  federal  or 
state  instrumentality,  a  municipal  cor¬ 
porate  instrumentality  of  one  or  more 
states,  or  a  limited  dividend  or  redevel¬ 
opment  or  housing  corporation  formed 
under  and  restricted  by  federal  or  state 
laws  or  regulations  of  a  state  banking 
or  insurance  department  as  to  rents, 
charges,  capital  structure,  rate  of  return, 
or  methods  of  operation. 
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Supervision  of  Mortgagors 
§  207.18  In  general. 

(a)  In  the  case  of  an  eligible  mort¬ 
gagor  which  Is  regulated  or  restricted  for 
the  purposes  and  In  the  manner  provided 
in  §  207.17(b),  or  in  the  case  In  which 
the  mortgagor  or  mortgagee  Is  the  Alaska 
Housing  Authority,  or  the  Government 
of  Guam  or  Hawaii  or  any  agency  or  in¬ 
strumentality  thereof,  liens  inferior  to 
the  lien  of  the  Insured  mortgage  may  be 
allowed  against  properties  of  such  mort¬ 
gagors:  Provided,  That  the  mortgagor  In 
any  such  case,  must  have  initial  funds 
which  may  be  considered  In  lieu  of  the 
equity  required  of  other  mortgagors,  and 
such  funds  (which  may  be  In  the  form  of 
Government  loans,  grants,  or  subsidies 
or  In  other  form)  if  sufficient  in  amount, 
will  be  considered  satisfactory  provided 
they  do  not  create  a  lien  against  the 
property  prior  to  that  of  the  insured 
mortgage. 

(b)  In  all  other  cases  a  mortgagor 
must  certify  at  final  endorsement  of 
the  loan  for  insurance  that  the  property 
covered  by  the  mortgage  is  free  and  clear 
of  all  liens  other  than  such  mortgage, 
and  that  there  will  not  be  outstanding 
any  other  unpaid  obligation  contracted 
in  connection  with  the  mortgage  trans¬ 
action,  the  purchase  of  the  mortgaged 
property,  or  the  construction  of  the 
project,  except  such  obligations  as  may 
be  approved  by  the  Commissioner  as  to 
terms,  form  and  amount. 

(c)  In  the  case  of  a  private  corpora¬ 
tion,  the  Commissioner’s  regulations  or 
restrictions  will  be  set  forth  in  its  cer¬ 
tificate  of  Incorporation  or  charter  under 
which  such  mortgagor  is  created,  and 
will  be  made  effective  through  the  issu¬ 
ance  of  certain  shares  of  special  stock, 
which  stock  will  acquire  majority  voting 
rights  in  the  event  of  default  under  the 
mortgage  or  violation  of  a  provision  of 
the  charter.  Such  special  stock  or  in¬ 
terest  Issued  to  the  Commissioner,  his 
nominee  or  nominees  and/or  the  Federal 
Housing  Administration  shall  be  in  suffi¬ 
cient  amount  to  constitute  under  the  laws 
of  the  particular  state  a  valid  special 
class  of  stock  or  Interest  and  shall  be 
issued  in  consideration  of  the  pasmient 
by  the  Commissioner  of  not  exceeding  in 
the  aggregate  $100.  Such  stock  shall  be 
represented  by  a  certificate  or  certificates 
Issued  in  the  name  of  the  Commissioner, 
and/or  in  the  name  of  his  nominee  or 
nominees,  and/or  in  the  name  of  the 
Federal  Housing  Administration,  as  the 
Commissioner  shall  require.  In  the  case 
of  a  private  association  or  trust  entity, 
or  whenever,  for  any  reason  satisfactory 
to  the  Commissioner,  such  regulations 
or  restrictions  are  not  feasible  as  to  a 
particular  mortgagor  through  the  issu¬ 
ance  of  shares  of  special  stock,  such 
regulations  or  restrictions  shall  be  ef¬ 
fected  by  means  of  a  regulatory  agree¬ 
ment  and/or  other  contractual  docu¬ 
ments  between  the  Commissioner  and 
the  mortgagor  in  such  form  and  in 
such  manner  as  shall  be  satisfactory  to 
the  Commissioner.  Upon  the  termina¬ 
tion  of  all  obligations  of  the  Commis¬ 
sioner  imder  his  contract  of  mortgage 
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Insm’ance,  or  any  succeeding  contract  or 
agreement  covering  the  mortgage  obli¬ 
gation,  all  regulations  and  restrictions  of 
the  mortgagor  shall  cease,  the  shares  of 
special  stock  shall  be  surrendered  by  the 
Commissioner  upon  reimbursement  of 
his  payments  therefor,  plus  accrued 
dividends,  if  any,  thereon,  and  any  reg¬ 
ulatory  agreement  or  contract  shall 
terminate. 

§  207.19  Required  supervision  of  pri¬ 
vate  mortgagors. 

The  following  are  the  items  which  will 
be  regulated  or  restricted,  except  in  the 
case  of  mortgagors  of  the  character  de¬ 
scribed  in  §  207.17(b) : 

(a)  Capital  structure.  (1)  The  num¬ 
ber  of  shares  of  capital  stock,  in  the  case 
of  a  corf>oratlon,  may  be  issued  in  such 
amounts  and  form  as  may  be  agreed 
upon  by  the  sponsors  and  the  Commis¬ 
sioner  prior  to  the  endorsement  of  the 
mortgage  for  Insurance:  and 

(2)  In  the  case  of  a  trust  entity  bene¬ 
ficial  certificates  of  interest  may  be  is¬ 
sued  in  such  amounts  and  form  as  may 
be  agreed  upon  by  the  mortgagor  and 
the  Commissioner. 

(b)  Rate  of  return.  IDivldends  or  other 
distributions,  as  defined  in  the  charter, 
trust  agreement,  or  regulatory  agree¬ 
ment,  may  be  declared  or  made  only  as  of 
or  after  the  end  of  a  semiannual  or 
annual  fiscal  period.  No  dividends  or 
other  distributions  shall  be  declared  or 
made  except  out  of  surplus  cash  legally 
available  and  remaining  after: 

( I )  The  payment  of : 

(1)  All  sums  due  or  currently  required 
to  be  paid  under  the  terms  of  any  mort¬ 
gage  or  note  insured  or  held  by  the 
Commissioner; 

(ii)  All  amounts  required  to  be  de¬ 
posited  in  the  Reserve  Fimd  for  Replace¬ 
ments; 

(ili)  All  obligations  of  the  project 
other  than  the  mortgage  Insured  or  held 
by  the  Commissioner  unless  funds  for 
payment  are  set  aside  or  deferment  of 
payment  has  been  approved  by  the 
Commissioner. 

(2)  The  segregation  of : 

(i)  An  amoimt  equal  to  the  aggregate 
of  all  special  funds  required  to  be  main¬ 
tained  by  the  project; 

(II)  All  tenant  security  deposits  held. 
No  distributions  of  any  kind  may  be  made 
from  borrowed  funds. 

(c)  Requirements  incident  to  insur¬ 
ance  of  advances.  (1)  The  mortgagor 
shall  deposit  with  the  mortgagee,  or  in  a 
depository  satisfactory  to  the  mortgagee 
and  under  control  of  the  mortgagee,  for 
the  purpose  of  meeting  the  cost  of  equip¬ 
ping  and  renting  the  project  subsequent 
to  completion  of  construction  of  the  en¬ 
tire  project  or  units  thereof  and,  during 
the  course  of  construction,  for  alloca¬ 
tion  by  the  mmlgagee  to  accruals  for 
taxes,  groimd  rates,  mortgage  Insurance 
premiums,  property  Insurance  premiums, 
and  assessments  required  by  the  terms  of 
the  mortgage: 

(1)  In  the  case  of  new  construction, 
an  amount  equivalent  to  not  less  than 
two  percent  of  the  original  principal 
amount  of  the  mortgage. 
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(11)  In  the  case  of  rehabilitation,  an 
amoimt  satisfactory  to  the  Commis¬ 
sioner. 

(2)  Prior  to  initial  endorsement,  the 
mortgagor  shall  deposit  with  the  mort¬ 
gagee  cash  deemed  by  the  Commissioner 
to  be  sufficient,  when  added  to  the  pro¬ 
ceeds  of  the  Insured  mortgage,  to  assure 
completion  of  the  project  and  to  pay  the 
initial  service  charge,  the  canrlng 
charges,  and  the  legal  and  organization 
expenses  incident  to  the  construction  of 
the  project.  Such  funds  shall  be  held  by 
the  mortgagee  in  a  special  account  or  by 
an  acceptable  depository  designated  by 
the  mortgagee  under  an  appropriate 
agreement  approved  by  the  Commis¬ 
sioner  requiring  all  such  funds  to  be  dis¬ 
bursed  for  work  and  material  on  the 
physical  Improvements,  and  for  other 
charges  and  expenses  to  be  paid  when 
due,  prior  to  the  advances  of  any  mort¬ 
gage  money. 

(3)  All  fees  and  charges  to  be  paid 
by  the  mortgagor  in  connection  with 
financing  which  are  in  excess  of  the 
initial  service  charge  and  which  have 
been  approved  by  the  Commissioner, 
shall  be  deposited  with  the  mortgagee  In 
cash,  prior  to  initial  endorsement,  unless 
other  arrangements  acceptable  to  the 
Commissioner  are  made. 

(4)  The  Commissioner  shall  require 
assurance  of  completion  of  offsite  public 
utilities  and  streets  in  all  cases,  except 
where  a  municipality  or  other  public 
body  has  by  agreement  (acceptable  to 
the  Commissioner)  agreed  to  install  such 
utilities  and  streets  without  cost  to  the 
mortgagor.  Where  such  assurance  is  re¬ 
quired,  it  shall  be  either  in  the  form  of  a 
cash  escrow  depasit  or  the  retention  of 
a  specified  amount  of  mortgage  proceeds 
by  the  mortgagee.  If  a  cash  escrow  Is 
used,  it  shall  be  deposited  with  the  mort¬ 
gagee  or  with  an  acceptable  trustee  or 
escrow  agent  designated  by  the  mort¬ 
gagee.  If  mortgage  proceeds  are  used,  the 
mortgagee  shall  retain  under  terms  ap¬ 
proved  by  the  Commissioner,  rather  than 
disburse  at  the  initial  closing  of  the 
mortgage,  a  portion  of  the  mortgage  pro¬ 
ceeds  allocated  to  land  in  the  project 
analysis.  As  additional  assurance,  the 
Commissioner  may  also  require  a  surety 
company  bond  or  bonds. 

(5)  Prior  to  the  initial  endorsement  of 
the  mortgage  for  Insurance,  the  mort¬ 
gagor  and  the  mortgagee  shsill  execute  a 
building  loan  agreement,  approved  by  the 
Commissioner,  setting  forth  the  terms 
and  conditions  under  which  progress 
payments  may  be  advanced  during  con¬ 
struction.  To  be  covered  by  mortgage  in¬ 
surance,  each  progress  payment  shall  be 
approved  by  the  Commissioner. 

(6)  The  mortgagor  shall  furnish  as¬ 
surance  of  completion  of  the  project,  in 
the  form  of  a  personal  indemnity  agree¬ 
ment,  a  surety  company  bond  or  bonds, 
a  cash  escrow  deposit,  a  letter  of  credit,  or 
an  agreement  controlling  the  disburse¬ 
ment  of  construction  funds  coupled  with 
a  guaranty  of  performance  of  the  con¬ 
struction  contract,  as  required  by  the 
Commissioner.  The  personal  indemnity 
agreement  and  the  bonds  shall  be  on 
forms  approved  by  the  Commissioner. 
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The  surety  company  executing  a  bond 
must  be  satisfactory  to  the  Commis¬ 
sioner.  Where  a  cash  escrow  deposit  is 
used,  it  shall  be  established  under  an 
agreement  with  the  mortgagee  or  with 
a  depository  satisfactory  to  the  mortga¬ 
gee  and  the  Commissioner  and  shall  in¬ 
volve  cash,  or  securities  of,  or  fully 
guaranteed  as  to  principal  and  interest 
by,  the  United  States  of  America.  Where 
an  agreement  controlling  the  disburse¬ 
ment  of  construction  funds  coupled  with 
a  guaranty  of  performance  of  the  con¬ 
struction  contract  is  used,  the  agreement 
shall  contain  terms  satiofactory  to  the 
Commissioner.  The  types  of  assurance 
to  be  furnished  are  as  follows: 

(1)  Where  tlie  estimated  cost  of  con¬ 
struction  or  rehabilitation  is  $500,000  or 
less,  assurance  will  be  accepted  in  the 
form  of  a  personal  indemnity  agreement 
executed  by  tlie  principal  officers,  direc¬ 
tors,  stockholders,  or  partners,  or  indi¬ 
viduals  operating  as  the  general  con¬ 
tractor. 

(ii)  Where  the  estimated  cost  of  con¬ 
struction  or  rehabilitation  is  more  than 
$500,000  or  where  such  cost  is  less  than 
$500,000  and  a  personal  indemnity  agree¬ 
ment  is  not  executed,  assurance  shall  be 
by  a  surety  company  bend  or  bonds,  a 
cash  escrow  deposit,  a  letter  of  credit, 
or  an  agreement  controlling  the  disburse¬ 
ment  of  construction  funds  coupled  with 
a  guaranty  of  performance  of  the  con¬ 
struction  contract,  the  amount  of  which 
shall  be  prescribed  by  the  Commissioner. 

(7)  The  mortgagee  may  accept.  In  lieu 
of  a  cash  deposit  required  by  subpara¬ 
graphs  (1),  (3),  (4).  and  (6)  of  this  para¬ 
graph,  an  unconditional  Irrevocable  let¬ 
ter  of  credit  issued  to  the  mortgagee  by 
a  banking  institution.  In  the  event  a 
demand  under  the  letter  of  credit  is  not 
immediately  met,  the  mortgagee  shall 
forthwith  provide  cash  equivalent  to  the 
undrawn  balance  thereunder. 

(d)  Labor  standards  and  prevailing 
wage  requirements.  (1)  Any  contract, 
subcontract,  or  building  loan  agreement 
executed  for  the  performance  of  con¬ 
struction  of  the  project  shall  comply 
with  all  applicable  labor  standards  and 
provisions  of  the  regulations  of  the  Sec¬ 
retary  of  Labor  Issued  May  9,  1951,  29 
CFR  5.1-5.12  (18  P.R.  4430). 

(2)  No  construction  contract  shall  be 
entered  into  with  a  general  contractor 
or  any  subcontractor  if  such  contractor 
or  any  such  subcontractor  or  any  firm, 
corporation,  partnership  or  association 
to  which  such  contractor  or  subcon¬ 
tractor  has  a  substantial  Interest  is  in¬ 
cluded  on  the  ineligible  list  of  contrac¬ 
tors  or  subcontractors  established  and 
maintained  by  the  Comptroller  General, 
pursuant  to  §  5.6(b)  of  the  Regulations 
of  the  Secretary  of  Labor,  Issued  May  9, 
1951  (29  CFR  5.6(b)). 

(3)  No  advance  under  the  mortgage 
shall  be  eligible  for  Insurance  after  no¬ 
tification  from  the  Commissioner  that 
the  general  contractor  or  any  subcon¬ 
tractor  or  any  firm,  corporation,  part¬ 
nership  or  association  in  which  such 
ccmtractor  or  subcontractor  has  a  sub¬ 
stantial  interest  was,  on  the  date  the 
contract  or  subcontract  was  executed  on 
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the  Ineligible  list  established  by  the 
Comptroller  General,  pursuant  to  the 
provisions  of  the  Secretary  of  Labor, 
issued  May  9.  1951  (29  CFR  5.6(b)). 

(4)  No  advance  under  any  mortgsige 
shall  be  eligible  for  insurance  unless 
there  is  filed  with  the  application  for 
such  advance  a  certificate  or  certificates 
in  the  form  required  by  the  Commis¬ 
sioner,  supported  by  such  other  infor¬ 
mation  as  the  Commissioner  may  pre¬ 
scribe,  certifying  that  the  laborers  and 
mechanics  employed  in  the  construction 
of  the  dwelling  or  dw'ellings,  or  housing 
project  involved  have  been  paid  not  less 
than  the  w'ages  prevailing  in  the  locality 
in  which  the  work  w’as  performed  for  the 
corresponding  classes  of  laborers  and 
mechanics  employed  on  construction  of 
a  similar  character,  as  determined  by 
the  Secretary  of  Labor  prior  to  the  be¬ 
ginning  of  construction  and  after  the 
date  of  filing  of  the  application  for 
insurance. 

(5)  Compliance  with  the  provisions  of 
this  stib.section  shall  be  evidenced  at 
such  time  and  in  such  manner  as  the 
Commissioner  may  prescribe. 

(e)  Rents  and  charges.  No  charge 
shall  be  made  by  the  mortgagor  for  the 
accommodations,  facilities  or  services 
offered  by  the  project  in  excess  of  those 
approved  by  the  Commissioner  in  w'rlt- 
Ing  prior  to  the  opening  of  the  project 
for  rental.  In  approving  such  charges 
and  in  passing  upon  applications  for 
changes,  consideration  will  be  given  to 
the  following  and  similar  factors: 

(1)  Rental  income  necassary  to  main¬ 
tain  the  economic  soundness  "of  the 
project. 

(2)  Rental  income  necessary  to  pro¬ 
vide  reasonable  return  on  the  investment 
consistent  with  providing  reasonable 
rentals  to  tenants. 

•  (f )  Methods  of  operation. 

(1)  r Reserved] 

(2)  The  mortgagor  shall  maintain  its 
project,  the  grounds,  buildings,  and 
equipment  appurtenant  thereto,  in  good 
repair  and  will  promptly  complete  neces¬ 
sary  repairs  and  maintenance  as  re¬ 
quired  by  the  Commissioner. 

(3)  In  all  projects,  except  those  in¬ 
volving  rehabilitation  w'here  the  mort¬ 
gage  does  not  exceed  $200,000,  a  fund 
for  replacements  shall  be  established  and 
maintained  with  the  mortgagee.  The 
amount  and  type  of  such  fund  and  the 
conditions  xmder  which  it  shall  be  ac¬ 
cumulated,  replenished,  and  used,  shall 
be  specified  in  the  charter,  trust  agree¬ 
ment,  or  regulatory  agreement. 

(4)  The  mortgagor,  its  property, 
equipment,  buildings,  plans,  offices,  ap¬ 
paratus,  devices,  books,  contracts,  rec¬ 
ords,  documents,  and  papers  shall  be 
subject  to  Inspection  and  examination 
by  the  Commissioner  or  his  duly  author¬ 
ized  agent  at  all  reasonable  times. 

(5)  The  mortgagor  shall  execute  and 
deliver  to  the  Commissioner  a  certificate 
that  the  books  and  accounts  of  the  mort¬ 
gagor  will  be  established  and  maintained 
in  a  manner  satisfactory  to  the  Commis¬ 
sioner  on  the  date  the  certificate  is  exe¬ 
cuted.  Such  certificate  shall  be  to  the 


effect  that  so  long  as  the  mortgage  is 
Insured  or  held  by  the  Commissioner 
the  mortgagor’s  books  and  accounts  will 
be  kept  in  accordance  with  the  require¬ 
ments  of  the  Commissioner;  will  be  in 
such  form  as  to  permit  a  speedy  and  ef¬ 
fective  audit  and  as  may  otherwise  be 
prescribed  by  the  Commissioner;  will  be 
maintained  for  such  periods  of  time  as 
may  be  prescribed  by  the  Commissioner, 
and  will  be  available  to  the  Commissioner 
and  to  the  Comptroller  General  of  the 
United  States  for  such  examination  and 
audits  as  they  may  desire  to  make.  The 
mortgagor  shall  file  with  the  Commis¬ 
sioner  and  the  mortgagee  the  following 
reports  verified  by  the  signature  of  such 
officers  of  the  mortgagor  as  the  Commis¬ 
sioner  may  designate  and  in  such  form  as 
prescribed  by  the  Commissioner: 

(1)  Monthly  occupancy  reports,  when 
required  by  the  Commissioner; 

(ii)  [Reserved] 

(iii)  Complete  annual  financial  re-- 
ports  based  upon  examinations  of  tlie 
books  and  records  of  the  mortgagor,  pre¬ 
pared  in  accordance  with  the  require¬ 
ments  of  the  Commissioner,  certified  to 
by  an  officer  of  the  mortgagor  and.  when 
required  by  the  Commissioner,  prepared 
and  certified  by  a  Certified  Public  Ac¬ 
countant  (or  other  person  acceptable  to 
the  Commissioner),  such  reports  to  be 
submitted  wltlfin  sixty  (CO)  days  after 
the  end  of  each  fiscal  year. 

(iv)  Specific  answers  to  questions 
upon  which  information  is  desired  from 
time  to  time  relative  to  the  actual  <x)st  of 
construction,  the  disposition  of  mortgage 
funds,  the  operation  and  condition  of  the 
property  and  the  status  of  the  Insured 
mortgage; 

(V)  Properly  certified  copies  of  min¬ 
utes  of  meetings  of  directors,  officers, 
stockholders,  shareholders,  or  bene¬ 
ficiaries. 

(g)  Mortgagor’s  equity  investment — 
(1)  Amount  and  deposit.  Unless  it  can 
be  established  to  the  satisfaction  of  the 
Commissioner,  prior  to  the  final  endorse¬ 
ment  of  the  mortgage  for  Insurance,  that 
the  mortgagor  has  an  Investment  in  the 
project,  represented  by  cash  expendi¬ 
tures,  in  an  amount  equal  to  3  percent 
of  the  total  cost  of  the  project  as  certi¬ 
fied  by  the  mortgagor  and  approved  by 
the  Commissioner,  there  shall  be  de¬ 
posited  in  a  special  fund  an  amount 
equal  to  the  difference  between  such  3 
percent  and  the  amount  of  any  such 
Investment  for  necessary  expenses  inci¬ 
dent  to  the  completion  of  the  project. 
Disbursements  from  any  such  fund,  prior 
to  three  years  from  the  date  of  the  final 
or  initial-final  endorsement  of  the 
mortgage  for  insurance,  may  be  made 
only  with  the  prior  written  approval  of 
the  Commissioner. 

(2)  Cutoff  date.  The  provisions  of 
subparagraph  (1)  of  this  paragraph  shall 
be  applicable  only  to  those  mortgages 
which  have  received  final  endorsement 
on  or  before  November  15,  1962. 

(h)  Advance  amortization.  (1)  If 
prior  to  the  beginning  of  amortization 
net  income,  as  defined  by  the  Commis¬ 
sioner,  is  received  as  a  result  of  the  rental 
of  the  mortgaged  property,  such  net  in¬ 
come,  to  the  extent  determined  by  the 
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Commissioner,  shall  be  applied  in  one  or 
more  of  the  following  ways: 

(1)  To  advance  amortization. 

(ii)  To  offset  the  cost  of  approved  cap¬ 
ital  improvements. 

(ill)  To  be  deposited  in  the  reserve 
fund  for  replacement  and  to  be  held  as  a 
reserve  in  addition  to  the  monthly  de¬ 
posits  required  by  the  regulatory  agree¬ 
ment. 

(2)  The  provisions  of  subparagraph 

(1)  of  this  paragraph  shall  be  applicable 
to  conunltments  Issued  on  or  irfter  E>e- 
cember  3, 1963,  and  to  commitments  out¬ 
standing  on  that  date  where  the  mort¬ 
gage  has  not  received  final  endorsement. 
The  provisions  of  subparagraph  (1)  of 
this  paragraph  shall  not  be  applicable  to 
a  project  involving  rehabilitation  where 
the  mortgage  does  not  exceed  $200,000. 

§  207.20  Occupancy  requirements. 

(a)  Family  with  children.  The  mort¬ 
gagor  shall  certify  under  oath  to  the 
Commissioner  that: 

( 1 )  In  selecting  tenants  for  the  proj  ect 
covered  by  the  mortgage,  the  mortgagor 
will  not  discriminate  against  any  family 
by  reason  of  the  fact  that  there  are 
children  in  the  family;  and 

(2)  The  mortgagor  will  not  sell  the 
project  while  the  mortgage  insurance  is 
in  effect  unless  the  purchaser  also  so 
certifies. 

(b)  Transient  or  hotel  purposes.  The 
mortgagor  shall  certify  under  oath  that, 
so  long  as  the  mortgage  is  insured  by  the 
Conunissioner,  the  mortgagor  will  not 
rent,  permit  the  rental  or  permit  the 
offering  for  rental  of  the  housing,  or  any 
part  thereof,  covered  by  such  mortgage 
for  transient  or  hotel  purposes.  For  the 
purpose  of  this  certificate,  the  term 
rental  for  transient  or  hotel  purposes 
shcdl  mean  (1)  rental  for  any  period  less 
than  30  days,  or  (2)  any  rental,  if  the 
occupants  of  the  housing  accommoda¬ 
tions  are  provided  customary  hotel  serv¬ 
ices  such  as  room  service  for  food  and 
beverages,  maid  service,  furnishing  and 
laundering  of  linens,  and  bellboy  service. 

§  207.21  Racial  discrimination  pro¬ 
hibited. 

Any  contract  or  subcontract  executed 
for  the  performance  of  construction  of 
the  project  shall  contain  a  provision  that 
there  shall  be  no  discrimination  against 
any  employee,  or  applicant  for  employ¬ 
ment  b^ause  of  race,  color,  creed,  or 
national  origin.  Where  the  mortgagor 
is  the  general  contractor,  the  building 
loan  agreement  shall  contain  the  above 
provisions. 

Eligible  Mortgagees 
§  207.22  Qualification  of  lenders. 

The  provisions  of  §§  203.1  to  203.4  and 
203.6  to  203.9  of  this  chapter  shall  govern 
the  eligibility,  qualifications  and  require¬ 
ments  of  mortgages  imder  this  subpart. 

Property  Requirements 
§  207.23  Eligibility  of  property. 

(a)  A  mortgage  to  be  eligible  for  in¬ 
surance  shall  be  on  real  estate  held: 


(1)  In  fee  simple;  or 

(2)  On  the  Interest  of  the  lessee  under 
a  lease  for  not  less  than  ninety-nine 
years  which  is  renewable;  or 

(3)  Under  a  lease  having  a  period  of 
not  less  than  seventy-five  years  to  run 
from  the  date  the  mortgage  is  executed; 
or 

(4)  Under  a  lease  executed  by  a  gov¬ 
ernmental  agency,  an  Indian  or  an  In¬ 
dian  tribe  for  the  maximum  term  con¬ 
sistent  with  the  legal  authority  for  the 
execution  of  such  lease,  provided  that 
the  term  of  any  such  lease  shall  nin  for 
a  period  of  not  less  than  fifty  years  from 
the  date  the  mortgage  is  executed. 

(b)  The  property  constituting  secu¬ 
rity  for  the  mortgage  must  be  held  by 
an  eligible  mortgagor  as  herein  defined 
and  must  at  the  time  the  mortgage  is 
insured  be  free  and  clear  of  all  liens 
other  than  that  of  such  mortgage. 

§  207.24  Development  of  property. 

(a)  At  the  time  the  mortgage  is  in¬ 
sured  the  mortgagor  shall  be  obligated  to 
construct  and  complete  new  housing 
accommodations  on  the  mortgaged 
property,  designed  principally  for  resi¬ 
dential  use,  conforming  to  standards 
satisfactory  to  the  Commissioner,  and 
consisting  of  not  less  than  eight  rental 
dwelling  units  on  one  site  and  may  be 
detached,  semi-detached,  or  row  houses, 
or  multi-family  structures;  except  that 
the  Commissioner  may  insure  a  mort¬ 
gage  on  a  completed  project  constructed 
pursuant  to  a  Commitment  to  Insure 
upon  Completion,  or 

(b)  At  the  time  the  mortgage  is  in¬ 
sured  there  shall  be  located  on  the  mort¬ 
gaged  property  a  building  or  buildings, 
which,  upon  completion  of  proposed  im¬ 
provements,  shall  constitute  a  single 
project  and  provide  housing  accommo¬ 
dations  designed  principally  for  residen¬ 
tial  use,  conforming  to  standards  satis¬ 
factory  to  the  Commissioner,  and  con¬ 
taining  at  least  eight  rental  dwelling 
units  so  located  in  relation  to  one  an¬ 
other  as  to  effect  a  substantial  improve¬ 
ment  of  housing  standards  and  condi¬ 
tions  in  the  neighborhood;  and  in  either 
case  such  dwelling  and  other  improve¬ 
ment,  if  any,  must  not  violate  any  mate¬ 
rial  zoning  or  deed  restrictions  applicable 
to  the  project  site,  and  must  comply  with 
all  applicable  building  and  other  gov¬ 
ernmental  regulations;  and  any  project 
may  include  such  commercial  and  com¬ 
munity  facilities  as  the  Commissioner 
deems  adequate  to  serve  the  occupants. 

Adjustment  of  Mortgage  Amount 

§  207.25  Certification  of  cost  require¬ 
ments. 

(a)  Prior  to  initial  endorsement  of  the 
mortgage  for  insurance,  the  mortgagor, 
the  mortgagee,  and  the  Commissioner 
shall  enter  into  an  agreement  in  form 
and  content  satisfactory  to  the  Commis¬ 
sioner  for  the  purpose  of  precluding  any 
excess  of  mortgage  proceeds  over  satu- 
tory  limitations.  Under  this  agreement, 
the  mortgagor  shall  disclose  its  relation¬ 
ship  with  the  builder,  including  any  col¬ 
lateral  agreement,  and  shall  agree: 


(1)  To  enter  into  a  construction  con¬ 
tract,  the  terms  of  which  shall  depend 
on  whether  or  not  there  exists  an  identity 
of  Interest  between  the  mortgagor  and 
the  builder. 

(2)  To  execute  a  Certificate  of  Actual 
Costs,  upon  completion  of  all  physical 
Improvements  on  the  mortgaged  prop¬ 
erty. 

(3)  To  apply  in  reduction  of  the  out¬ 
standing  balance  of  the  principal  of  the 
mortgage  any  excess  of  mortgage  pro¬ 
ceeds  over  statutory  limitations  based  on 
actual  cost. 

(b)  The  provisions  of  paragraph  (a) 
of  this  section  relating  to  disclosure  and 
the  requirement  for  a  construction  con¬ 
tract  shall  not  apply  where  the  mort¬ 
gagor  is  the  general  contractor. 

§  207.26  Form  of  contract. 

The  form  of  contract  between  the 
mortgagor  and  builder  shall  be  deter¬ 
mined  in  accordance  with  the  following: 

(a)  If  it  is  established  to  the  satis¬ 
faction  of  the  Commissioner  that  neither 
the  mortgagor  nor  any  of  the  officers, 
directors,  or  stockholders  of  the  mort¬ 
gagor  have  any  Interest  in  the  builder  or 
(xintractor,  there  may  be  used  a  lump 
sum  form  of  contract  providing  for  pay¬ 
ment  of  a  specified  amount. 

(b)  If  it  is  determined  by  the  Com¬ 
missioner  that  the  mortgagor,  its  offi¬ 
cers,  directors  or  stockholders  have  any 
Interest,  financial  or  otherwise,  in  the 
builder  or  contractor,  the  form  of  con¬ 
tract  shall  provide  for  payment  of  the 
actual  cost  of  construction,  not  to  exceed 
an  upset  price  and  may  provide  for  pay¬ 
ment  of  a  builder’s  fixed  fee  in  addition 
thereto.  The  builder’s  fixed  fee  shall 
not  exceed  a  reasonable  allowance  there¬ 
for  as  established  by  the  Commissioner, 
in  accordance  with  customary  practices 
in  the  area. 

(c)  Where  a  cost  plus  form  of  contract 
is  used,  the  mortgagor  shall  submit  along 
with  its  certification  of  actual  cost  a  cer¬ 
tification  of  the  genera]  contractor,  in  a 
form  prescribed  by  the  Commissioner,  as 
to  all  actual  costs  paid  for  labor,  mate¬ 
rials  and  subcontract  work  under  the 
general  contract  exclusive  of  the  build¬ 
er’s  fee  and  any  kickbacks,  rebates,  trade 
discounts,  or  other  similar  payments  to 
the  general  contractor,  the  mortgagor,  or 
any  of  its  officers,  directors,  stockholders 
or  partners. 

(d)  Where  it  is  determined  by  the 
Commissioner  that  an  identity  of  interest 
exists  between  the  mortgagor  or  any  of 
its  officers,  directors,  stockholders  or 
partners  and  any  subcontractor,  material 
supplier,  or  equipment  lessor,  the  mort¬ 
gagor  may  be  required  by  the  Commis¬ 
sioner  to  submit  a  certification  of  actual 
cost  by  such  subcontractor,  material  sup¬ 
plier,  or  equipment  lessor,  in  a  form  pre¬ 
scribed  by  the  Commissioner,  as  to  all 
actual  costs  paid  for  labor,  materials, 
subcontracts  and  overhead  exclusive  of 
any  kickbacks,  rebates,  trade  discounts, 
or  other  similar  pasonents  to  the  general 
contractor,  the  mortgagor,  or  any  of  its 
officers,  directors,  stockholders  or  part¬ 
ners.  Where  the  use  of  a  cost  plus  form 
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of  contract  is  required  by  the  nommis- 
sioner  and  It  is  determined  by  the  Com¬ 
missioner  that  an  identity  of  interest 
exists  between  the  general  contractor 
and,  any  subcontractor,  material  sup¬ 
plier.  or  equipment  lessor,  the  mortgragor 
may  be  required  by  the  Commissioner  to 
submit  a  certification  of  actual  cost  by 
such  subcontractor,  material  supplier,  or 
equipment  lessor. 

§  207.27  Certificates  of  actual  cost. 

(a)  The  mortgagor’s  certificate  of  ac¬ 
tual  cost,  in  a  form  prescribed  by  the 
Commissioner,  shall  be  submitted  upon 
completion  of  the  physical  improvements 
to  the  satisfaction  of  the  Commissioner 
and  prior  to  final  endorsement.  The 
certificate  shall  show  the  actual  cost  to 
the  mortgagor,  after  deduction  of  any 
kickbacks,  rebates,  trade  discoimts,  or 
other  similar  payments  to  the  mortgagor, 
or  to  any  of  its  officers,  directors,  stock¬ 
holders,  or  partners,  of: 

(1)  The  construction  contract,  where 
the  mortgagor  and  the  general  contrac¬ 
tor  are  separate  entities,  or  the  construc¬ 
tion  of  the  project  where  the  mortgagor 
is  the  general  contractor  and  there  is 
no  such  contract.  In  the  case  of  a  lump 
sum  contract,  the  amount  shown  in  the 
certificate  shall  Include  all  payments  un¬ 
der  the  contract; 

(2)  In  the  case  of  a  cost-plus-fixed-fee 
contract  or  where  the  mortgagor  is  the 
general  contractor,  the  amount  shown  in 
the  certificate  shall  include  such  allow¬ 
ance  of  general  overhead  items  as  are 
acceptable  to  the  Commissioner  plus  a 
reasonable  allowance  for  the  builder’s 
profit  as  established  by  the  Commis¬ 
sioner; 

(3)  Architect’s  fee; 

(4)  Off -site  public  utilities  and  streets 
not  included  in  the  general  contract; 

(5)  Organizational  and  legal  work; 
and 

(6)  Other  Items  of  expense  approved 
by  the  Commissioner. 

(b)  A  builder  recel\'lng  a  fixed  fee 
under  a  cost  plus  contract  shall  certify 
In  a  form  prescribed  by  the  Commis¬ 
sioner  as  to  all  actual  cost  paid  for  labor, 
materials,  and  subcontract  work  under 
the  general  contract  exclusive  of  the 
builder’s  fixed  fee  less  any  kickbacks, 
rebates,  trade  discounts,  or  other  simi¬ 
lar  payments  to  the  builder  or  mortgagor 
or  any  of  its  officers,  directors  or  stock¬ 
holders. 

(c)  The  mortgagor  shall  keep  and 
maintain  adequate  records  of  all  cost  of 
any  construction  or  other  cost  items  not 
representing  work  under  the  general 
contract  and,  in  the  case  of  a  cost  plus 
contract,  shall  require  the  builder  to 
keep  similar  records  and,  upon  request 
by  the  Commissioner,  shall  make  avail¬ 
able  for  examination  such  records  in¬ 
cluding  any  collateral  agreements. 

(d)  The  Certificate  of  Actual  Cost 
shall  be  verified  by  an  Independent  Cer¬ 
tified  Public  Accoimtant  or  Independent 
public  accoimtant  in  a  manner  accept¬ 
able  to  the  Commissioner. 


§  207.28  Adjustment  resulting  from  cost 
certification. 

Upon  receipt  of  the  mortgagor’s  cer¬ 
tification  of  actual  cost  there  shall  be 
added  to  the  total  amount  thereof  the 
Commissioner’s  estimate  of  the  fair 
market  value  of  any  land  included  in  the 
mortgage  security  and  owned  by  the 
mortgagor  in  fee  such  value  being  prior 
to  the  construction  of  the  improvements. 
In  the  event  the  land  is  held  under  a 
leasehold  or  other  Interest  less  than  a 
fee,  the  cost,  if  any,  of  acquiring  the 
leasehold  or  other  interest  is  considered 
an  allowable  expense  W’hich  may  be 
added  to  actual  cost  provided  that  in  no 
event  such  amount  is  in  excess  of  the 
fair  market  value  of  such  leasehold  or 
other  Interest  exclusive  of  proposed  im¬ 
provements.  If  the  principal  obligation 
of  the  mortgage  exceeds  the  applicable 
statutory  percentage  of  this  total 
amount,  the  mortgage  shall  be  reduced 
by  the  amount  of  such  excess  prior  to 
final  endorsement  for  insurance. 

§  207.29  Rehabilitation  projects. 

In  the  event  the  mortgage  Is  to  finance 
repair  or  rehabilitation,  the  mortgagor’s 
actual  cost  of  such  repair  or  rehabilita¬ 
tion  may  Include  the  Items  of  expense 
permitted  for  new  construction  in  ac¬ 
cordance  with  either  paragraph  (a)  or 
paragraph  (b)  of  §  207.27  and  the  ap¬ 
plicable  cost  certification  procedure 
described  therein  wlU  be  required;  pro¬ 
vided  such  mortgage  shall  be  subject  to 
the  following  limitations: 

(a)  Property  held  in  fee.  If  no  part  of 
the  proceeds  Is  to  be  used  to  finance 
the  purchase  of  the  land  or  structures 
involved,  the  mortgage  shall  be  reduced 
to  an  amount  not  to  exceed  100  percent 
of  the  approved  cost  of  the  completed 
repair  or  rehabilitation. 

(b)  Property  subject  to  existing  mort¬ 
gage.  If  the  insured  mortgage  Is  to  in¬ 
clude  the  cost  of  refinancing  an  existing 
mortgage  acceptable  to  the  Commission¬ 
er.  the  amount  of  the  existing  mortgage 
or  90  percent  of  the  Commissioner’s  esti¬ 
mate  of  the  fair  market  value  of  land 
and  existing  improvements  prior  to  re¬ 
pair  or  rehabilitation,  whichever  Is  the 
lesser,  shall  be  added  to  the  actual  cost 
of  the  repair  or  rehabilitation.  If  the 
princlp^  obligation  of  the  Insured  mort¬ 
gage  exceeds  the  total  amount  thus  ob¬ 
tained,  the  mortgage  shall  be  reduced  by 
the  amount  of  such  excess,  prior  to  final 
endorsement  for  Insurance. 

(c)  Property  to  be  acquired.  If  the 
mortgage  is  to  include  the  cost  of  land 
and  improvements,  and  the  purchase 
price  thereof  Is  to  be  financed  with  part 
of  the  mortgage  proceeds,  the  purchase 
price,  or  the  Commissioner’s  estimate  of 
the  fair  market  value  of  land  and  exist¬ 
ing  improvements  prior  to  repair  or  re- 
habiltation,  whichever  is  the  lesser, 
shall  be  added  to  the  actual  cost  of  the 
repair  or  rehabilitation.  If  the  principal 
obligation  of  the  Insured  mortgage  ex¬ 
ceeds  the  applicable  statutory  percent¬ 
age  of  the  total  amount  thus  obtained. 


the  mortgage  shall  be  reduced  by  the 
amoimt  of  such  excess,  prior  to  final  en¬ 
dorsement  for  insurance. 

§  207.30  Requisites  of  agreement  and 
certification. 

(a)  Any  agreement,  undertaking, 
statement  or  certification  required  by 
S  207.27  shall  specifically  state  that  it 
has  been  made,  presented,  and  delivered 
for  the  purpose  of  infiuencing  an  official 
action  of  the  Federal  Housing  Adminis¬ 
tration,  and  of  the  Federal  Housing 
Commissioner,'  and  may  be  relied  upon 
by  the  Commissioner  as  a  true  statement 
of  the  facts  contained  therein. 

(b)  Upon  the  Commissioner’s  ap¬ 
proval  of  the  mortgagor’s  certification  as 
required  by  §  207.27  such  certification 
shall  be  final  and  Incontestable  except  for 
fraud  or  material  misrepresentation  on 
the  part  of  the  mortgagor. 

Other  Eligible  Mortgages 

§  207.31  Eligibility  of  miscellaneous 
type  mortgages. 

(a)  A  mortgage  covering  five  or  more 
rental  imits  and  which  meets  the  re¬ 
quirements  of  this  subpart,  except  r\s 
modified  by  this  section  shall  be  eligible 
for  insurance  under  this  subpart. 

(b)  The  mortgage  may  be  accepted 
for  Insurance  If — 

(1)  Executed  in  connection  with  the 
sale  by  the  Government,  or  any  agency 
or  official  thereof,  of  any  housing  ac¬ 
quired  or  constructed  under  Public  Law 
849,  Seventy-sixth  Congress,  as 
amended;  Public  Law  781,  Seventy-sixth 
Congress,  as  amended;  or  Public  Laws 
9,  73.  or  353,  Seventy-seventh  Congress, 
as  amended  (Including  any  additional 
property  acquired,  held,  or  constructed 
In  connection  with  such  housing  or  to 
serve  the  inhabitants  thereof) ;  or 

(2)  Executed  in  connection  with  the 
sale  by  the  Public  Housing  Administra¬ 
tion,  or  by  any  public  housing  agency 
with  the  approval  of  the  said  Adminis¬ 
tration,  of  any  housing  including  any 
additional  property  acquired,  held,  or 
constructed  in  connection  with  such 
housing  or  to  serve  the  inhabitants 
thereof)  owned  or  financially  assisted 
pursuant  to  the  provisions  of  Public  Law 
671,  Seventy-sixth  Congress;  or 

(3)  Executed  in  connection  with  the 
sale  by  the  Government,  or  any  agency 
or  official  thereof,  or  any  of  the  so-called 
Greenbelt  towns,  or  parts  thereof,  in¬ 
cluding  projects,  or  parts  thereof,  known 
as  Greenhllls,  Ohio;  Greenbelt.  Marj’- 
land;  and  Greendale,  Wisconsin,  devel¬ 
oped  under  the  Emergency  Relief  Appro¬ 
priation  Act  of  1935;  or  of  any  of  the 
village  properties  or  employee’s  housing 
under  the  jurisdiction  of  the  Tennessese 
Valley  Authority;  or  of  any  housing  un¬ 
der  the  Jurisdiction  of  the  Department 
of  the  Interior  located  within  the  town 
area  of  Coulee  Dam,  Washington,  ac¬ 
quired  by  the  United  States  for  the  con¬ 
struction,  operation,  and  maintenance 
of  Grand  Coulee  Dam  and  Its  appurte¬ 
nant  works  or  of  any  permanent  housing 
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under  the  Jurisdiction  of  the  Depart¬ 
ment  of  the  Interior  constructed  under 
the  Boulder  Canyon  Project  Act  of  De¬ 
cember  21, 1928,  as  amended  and  supple¬ 
mented,  located  within  the  Boulder  City 
municipal  area;  or 

(4)  Executed  In  connection  with  the 
sale  by  the  Government,  or  any  agency 
or  ofBclal  thereof,  of  any  housing  (In¬ 
cluding  any  property  acquired,  held,  or 
constructed  In  connection  therewith  or 
to  serve  the  Inhabitants  thereof)  pursu¬ 
ant  to  the  Atomic  Energy  Community 
Act  of  1955,  as  amended:  Provided.  That 
such  Insurance  shall  be  issued  without 
regard  to  any  preferences  or  priorities 
except  those  prescribed  by  the  National 
Housing  Act  or  the  Atomic  Energy  Com¬ 
munity  Act  of  1955,  as  amended;  or 

(5)  Executed  in  connection  with  the 
sale  by  a  State  or  municipality,  or  any 
agency.  Instrumentality,  or  political  sub¬ 
division  of  either,  of  a  project  consisting 
of  any  permanent  housing  (Including 
any  property  acquired,  held  or  con¬ 
structed  In  connection  therewith  or  to 
serve  the  inhabitants  thereof) ,  con¬ 
structed  by  or  on  behalf  of  such  State, 
mimlclpallty,  agency,  instrumentality  or 
political  subdivision,  for  the  occupancy 
of  veterans  (as  defined  In  §  203.12)  their 
families  and  others:  Provided,  That  in 
no  case  may  the  principal  obligation  of 
a  mortgage  referred  to  in  this  subpara¬ 
graph  exceed  90  percent  of  the  appraised 
value  of  the  mortgaged  property;  or 

(6)  Executed  In  connection  with  the 
first  resale,  within  two  years  from  the 
date  of  its  acquisition  from  the  Govern¬ 
ment,  of  any  portion  of  a  project  or 
property  of  the  character  described  In 
subparagraphs  (1),  (2),  (3),  and  (4) 
of  this  paragraph. 

(c)  For  the  purposes  of  this  section,  an 
eligible  mortgagor  is  defined  as  a  person 
or  legal  entity  acceptable  to  the  Com¬ 
missioner.  Such  a  mortgagor  may,  in 
the  discretion  of  the  Commissioner,  be 

(1)  uncontrolled  or  (2)  controlled  in 
such  degree  and  manner  as  the  Commis¬ 
sioner  may  find  desirable  under  the 
circumstances. 

§  207.31a  Eligibilitr  of  mortgngcfl  roT- 
ering  housing  in  certain  neighbor¬ 
hoods. 

(a)  A  Mortgage  financing  the  repair, 
rehabilitation  or  construction  of  prop¬ 
erty  located  in  an  older  declining  urban 
area  shall  be  eligible  for  Insurance  under 
this  subpart  subject  to  compliance  with 
the  additional  requirements  of  this 
section. 

(b)  The  mortgage  shall  meet  all  of  the 
requirements  of  this  subpart,  except  such 
requirements  (other  than  those  relating 
to  labor  standards  and  prevailing  wages) 
as  are  Judged  to  be  not  applicable  on  the 
basis  of  the  following  determinations  to 
be  made  by  the  Commissioner: 

(1)  That  the  conditions  of  the  area  In 
which  the  property  Is  located  prevent  the 
application  of  certain  eligibility  require¬ 
ments  of  this  subpart. 

(2)  That  the  area  Is  reasonably  viable, 
and  there  Is  a  need  In  the  area  for  ade¬ 
quate  housing  for  families  of  low  and 
moderate  Income. 


(3)  That  the  mortgage  to  be  Insured  Is 
an  acceptable  risk. 

(c)  Mortgages  complying  with  the  re¬ 
quirements  of  this  section  shall  be  in¬ 
sured  imder  this  subpart  pursuant  to 
section  223(e)  of  the  National  Housing 
Act.  Such  mortgages  shall  be  Insured 
under  and  be  the  obligation  of  the  Spe¬ 
cial  Risk  Insurance  Fund. 

§  207.32  Eligibility  of  refinancing  trans¬ 
actions. 

A  mortgage  given  to  refinance  an  ex¬ 
isting  insured  mortgage  covering  five  or 
more  rental  units  may  be  insured  under 
this  subpart  pursuant  to  section  223(a) 

(7)  of  the  act.  The  new  mortgage  shall 
be  limited  In  amount  and  In  term  as 
follows: 

(a)  Except  as  provided  in  paragraph 

(b),  the  principal  of  the  new  mortgage 
shall  not  exceed  the  lowest  of  these 
amounts: 

(1)  The  original  principal  amount  of 
the  existing  insured  mortgage. 

(2)  The  unpaid  principal  amount  of 
the  existing  insured  mortgage,  to  which 
may  be  added — 

(1)  The  outstanding  indebtedness  in¬ 
curred  In  connection  with  capital  Im¬ 
provements  made  to  the  property  which 
are  acceptable  to  the  Commissioner. 

(il)  The  costs,  as  determined  by  the 
Commissioner,  of  capital  Improvements, 
upgrading  or  additions  required  to  be 
made  to  the  property. 

(ill)  Loan  closing  charges. 

(3)  90  percent  of  the  Commissioner’s 
estimate  of  the  value  of  the  property 
after  completion  of  the  reimlrs.  Improve¬ 
ments  or  additions  to  the  property. 

(b)  Where  the  mortgage  to  be  refi¬ 
nance  Is  one  of  several  Insured  mort¬ 
gages  covering  properties  which  are  part 
of  a  single  development  and  the  pro¬ 
ceeds  of  the  refinanced  mortgage  are  to 
be  appllcjd  to  the  delinquent  Indebtedness 
of  one  or  more  of  the  Insured  mortgages 
In  such  development,  the  prlncli>al 
amoimt  of  the  new  mortgage  shall  not 
exceed  the  original  principal  amount  of 
the  existing  insured  mortgage.  For  pur¬ 
poses  of  this  paragraph,  single  develop¬ 
ment  shall  mean  adjacent  properties 
owned  by  the  same  mortgagor  or  an 
afidllate  mortgagor,  as  determined  by  the 
Commissioner. 

(c)  The  term  of  the  new  mortgage 
shall  not  exceed  the  imexph'ed  term  of 
the  existing  mortgage,  except  that  it  may 
have  a  term  of  not  more  than  12  years  in 
excess  of  the  unexplred  term  of  the  exist¬ 
ing  mortgage  In  any  case  in  which  the 
Commissioner  determines  that  the  In¬ 
surance  of  the  mortgage  for  an  addi¬ 
tional  term  will  Inure  to  the  benefit  of 
the  applicable  Insurance  fund,  taking 
Into  consideration  the  outstanding  Insur¬ 
ance  liability  under  the  existing  Insured 
mortgage. 

§  207.33  Eligibility  of  morlgngos  on  mo¬ 
bile  home  courts  or  parks. 

(a)  All  of  the  provisions  of  this  sub¬ 
part  shall  apply  to  insurance  on  mobile 
home  courts  or  parks,  except  as  provided 
In  this  section.  All  references  In  this 
subpart  to  housing  for  rent  or  sale  shall 


mean  the  rental  of  spaces  for  the  accom¬ 
modation  of  mobile  homes,  and  such 
appurtenances  thereto  as  may  have  been 
approved  by  the  Commissioner. 

(b)  A  mortgage  on  a  mobile  home 
court  or  park  may  involve  a  principal 
obligation  in  an  amount  to  be  deter¬ 
mined  as  follows: 

(1)  An  amount  not  exceeding  the 
lesser  of  $1  million,  $2,500  per  space  (as 
defined  by  the  Commissioner),  or  90 
percent  of  the  estimated  value  of  the 
property  after  the  improvements  are 
completed. 

(2)  In  any  geographical  area  where 
the  Commissioner  finds  cost  levels  so 
require,  the  Commissioner  may  increase, 
by  not  to  exceed  45  percent  the  $1  million 
and  $2,500  limitations  set  forth  in  sub- 
paragraph  (1). 

(3)  If  the  Commissioner  finds  that  be¬ 
cause  of  high  costs  in  Alaska,  Guam,  or 
Hawaii  it  is  not  feasible  to  construct 
mobile  home  courts  or  parks  without  the 
sacrifice  of  sound  standards  of  construc¬ 
tion,  design,  and  livability  within  the 
limitations  of  maximum  mortgage 
amounts  provided  in  this  paragraph,  the 
principal  obligation  of  mortgages  may 
be  increased  in  such  amounts  as  may 
be  necessary  to  compensate  for  sucli 
costs,  but  not  to  exceed  in  any  event  the 
maximum.  Including  high  cost  area  in¬ 
creases  otherwise  applicable,  by  more 
than  one-half  thereof. 

(c)  A  mortgage  on  a  mobile  home 
court  or  park  is  not  subject  to  the  provi¬ 
sions  of  §  207.4,  except  that  the  provi¬ 
sions  of  5  207.4(c)  (relating  to  lncrea.sed 
mortgage  amounts  for  high  cost  areas), 
§  207.4(e)  (relating  to  a  reduction  in 
mortgage  amount  where  the  mortgage  is 
on  a  leasehold  estate)  and  the  provi¬ 
sions  of  §  207.4(f)  (relating  to  loans  to 
cover  2-year  operating  losses)  shall  be 
applicable. 

(d)  A  mortgage  on  a  leasehold  estate 
shall  be  eligible  for  insurance  only  If  the 
real  estate  Is  held : 

(1)  On  the  Interest  of  the  lessee  under 
a  lease  for  not  less  than  99  years  which 
Is  renewable;  or 

(2)  Under  a  lease  having  a  period  of 
not  less  than  50  years  to  run  from  the 
date  the  mortgage  Is  executed. 

(e)  [Reserved] 

(f)  A  mortgage  on  a  mobile  home 
court  or  park  shall  have  a  term  not  in 
excess  of  20  years  from  the  date  of  in¬ 
surance,  except  that  such  mortgage  may 
have  a  longer  term,  not  in  excess  of  40 
years,  if  the  Commis.sioner  determines 
that  the  location  of  the  project  Is  not 
inconsistent  with  comprehensive  plan¬ 
ning  for  the  area  where  such  planning 
exists,  or  can  reasonably  be  expected  to 
be  consistent  with  desirable  growth  pat¬ 
terns  in  the  foreseeable  future. 

(g)  [Reserved] 

(h)  At  the  time  a  mortgage  is  insured 
on  a  mobile  home  court  or  park,  the 
mortgagor  shall  have  constructed  and 
completed,  or  shall  have  rehabilitated 
and  completed,  pijrsuant  to  a  commit¬ 
ment  to  insure  upon  completion,  or  shall 
be  obligated  to  construct  and  complete, 
or  to  rehabilitate  and  complete  pursuant 
to  a  commitment  to  insure  advances. 
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such  court  or  park,  designed  principally 
for  rental  use  for  mobile  homes,  and  con¬ 
forming  to  standards,  specifications, 
plans  and  requirements  satisfactory  to 
the  Commissioner. 

(i)  The  references  in  §§  207.25  to 
207.29  to  “statutory  limitation”  and 
“statutory  percentage”  shall  mean  the 
ratio  of  loan  to  value  limitation  set  forth 
in  paragraph  (b)  of  this  section. 

§  207.3  i  Reinsurance  of  Coniniissioner- 
held  mortgages. 

The  Commissioner  may  insure  under 
this  part,  without  regard  to  any  limita¬ 
tion  upon  eligibility  contained  in  this 
subpart,  any  mortgage  assigned  to  him 
in  connection  with  payment  imder  a  con¬ 
tract  of  mortgage  insurance,  or  executed 
in  connection  with  a  sale  by  him  of  any 
property  acquired  under  any  section  or 
title  of  the  Act. 

Title 

§  207.35  Eligibility  of  title. 

In  order  for  the  mortgaged  property  to 
be  eligible  for  insurance,  the  Commis¬ 
sioner  must  determine  that  marketable 
title  thereto  is  vested  in  the  mortgagor  as 
of  the  date  the  mortgage  is  filed  for  rec¬ 
ord.  The  title  evidence  will  be  examined 
by  the  Commissioner  and  the  original 
endorsement  of  the  credit  instnunent 
for  insurance  will  be  evidence  of  its 
acceptability. 

§  207.36  Title  evidence. 

(a)  Upon  insurance  of  the  mortgage, 
the  mortgagee  shall  furnish  to  the  Com¬ 
missioner  a  survey  of  the  mortgaged 
property,  satisfactory  to  him,  and  a  policy 
of  title  insurance  covering  such  prop¬ 
erty.  as  provided  in  subparagraph  (1)  of 
this  paragraph.  If,  for  reasons  the  Com¬ 
missioner  deems  satisfactory,  title  in¬ 
surance  cannot  be  furnished,  the  mort¬ 
gagee  shall  furnish  such  evidence  of  title 
in  accordance  with  subparagraph  (2), 
(3),  or  (4)  of  this  paragraph,  as  the 
Commissioner  may  require.  Any  survey, 
policy  of  title  insurance,  or  evidence  of 
title  required  under  this  section  shall  be 
furnished  without  expense  to  the  Com¬ 
missioner.  The  types  of  title  evidence 
are: 

(1)  A  policy  of  title  insurance  issued 
by  a  company  and  in  a  form  satisfactory 
to  the  Commissioner.  The  policy  shall 
name  as  the  insureds  the  mortgagee  and 
the  Secretary  of  Housing  and  Urban  De¬ 
velopment,  as  their  respective  interests 
may  appear.  The  policy  shall  provide 
that  upon  acquisition  of  title  by  the 
mortgagee  or  the  Secretary,  it  will  be¬ 
come  an  owner’s  policy  nmnlng  to  the 
mortgagee  or  the  Secretary,  as  the  case 
may  be. 

(2)  An  abstract  of  title  satisfactory 
to  the  Commissioner,  prepared  by  an 
abstract  company  or  individual  engaged 
in  the  business  of  preparing  abstracts  of 
title,  accompanied  by  a  legal  opinion 
.satisfactory  to  the  Commissioner,  as  to 
the  quality  of  such  title,  signed  by  an 
attorney  at  law  experienced  In  the  ex¬ 
amination  of  titles. 

(3)  A  Torrens  or  similar  title  certifi¬ 
cate. 
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(4)  Evidence  of  title  conforming  to 
the  standards  of  a  supervising  branch 
of  the  Government  of  the  United  States 
of  America,  or  of  any  State  or  Territory 
thereof. 

(b)  The  survey  required  by  paragraph 

(a)  of  this  section  need  not  be  fi¬ 
nished  In  connection  with  a  project  In¬ 
volving  rehabilitation  where  the  mort¬ 
gage  does  not  exceed  $200,000. 

Extension  of  Time 
§  207.36a  Actions  by  Commissioner. 

Where  the  mortgagee  or  lender  has 
failed  to  take  action  within  the  period 
of  time  required  in  order  to  prevent  the 
expiration  of  a  commitment  or  In  order 
to  reopen  an  expired  commitment,  the 
Commissioner  may  extend  such  period 
and  may  retroactively  reinstate  or  reopen 
such  commitment. 

§  207.249  Effect  of  amendments. 

The  regulations  in  this  subpart  may  be 
amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole  or 
in  part,  but  such  amendment  shall  not 
adversely  affect  the  interests  of  a  mort¬ 
gagee  or  lender  under  the  contract  of  in¬ 
surance  on  any  mortgage  or  loan  already 
Insured  and  shall  not  adversely  affect  the 
Interests  of  a  mortgagee  or  lender  on  any 
mortgage  or  loan  to  be  insured  on  which 
the  Commissioner  has  made  a  commit¬ 
ment  to  Insure. 

Subpart  B— Contract  Rights  and 
Obligations 
§  207.251  Definitions. 

As  used  In  this  subpart : 

(a)  The  term  “Commissioner”  means 
the  Federal  Housing  Commissioner. 

(b)  The  term  “act”  means  the  Na¬ 
tional  Housing  Act,  as  amended. 

(c)  The  term  “mortgage"  means  such 
a  first  lien  upon  real  estate  and  other 
property  as  Is  commonly  given  to  secure 
advances  on,  or  the  impaid  pmchase 
price  of.  real  estate  under  the  laws  of  the 
State,  district  or  territory  in  which  the 
real  estate  is  located,  together  with  the 
credit  instrument  or  Instruments,  If  any, 
secured  thereby.  In  any  instance  where 
an  operating  loss  loan  Is  Involved,  the 
term  shall  include  both  the  original 
mortgage  and  the  instnunent  securing 
the  operating  loss  loan. 

(d)  The  term  “insured  mortgage” 
means  a  mortgage  which  has  been  In¬ 
sured  by  the  endorsement  of  the  credit 
Instrument  by  the  Commissioner,  or  his 
duly  authorized  representative. 

(e)  The  term  “contract  of  insurance” 
means  the  agreement  evlaenced  by  such 
endorsement  and  Includes  the  terms, 
conditions  and  provisions  of  this  part 
and  of  the  National  Housing  Act. 

(f)  The  term  “mortgagor”  means  the 
original  borrower  under  a  mortgage  and 
its  successors  and  such  of  its  assigns  as 
are  approved  by  the  Commissioner. 

(g)  The  term  “mortgagee”  means  the 
original  lender  under  a  mortgage  Its 
successors  and  such  of  its  assigns  as  are 
approved  by  the  Commissioner,  and  In¬ 
cludes  the  holders  of  the  credit  Instru¬ 
ments  Issued  imder  a  trust  indenture, 
mortgage  or  deed  of  trust  pursuant  to 


which  such  holders  act  by  and  through 
a  trustee  therein  named. 

Premiums 

§  207.252  First,  second  and  third  premi* 

urns. 

The  mortgagee,  upon  the  Initial  en¬ 
dorsement  of  the  mortgage  for  insur¬ 
ance,  shall  pay  to  the  Commissioner  a 
first  mortgage  insurance  premium  equal 
to  one-half  of  one  percent  of  the  original 
face  amount  of  the  mortgage. 

(a)  If  the  date  of  the  first  principal 
payment  is  more  than  one  year  follow¬ 
ing  the  date  of  such  initial  Insurance 
endorsement,  the  mortgagee,  upon  the 
anniversary  of  such  Insurance  date, 
shall  pay  a  second  premium  equal  to 
one-half  of  one  percent  of  the  original 
face  amount  of  the  mortgage.  On  the 
date  of  the  first  principal  payment,  the 
mortgagee  shall  pay  a  third  premium 
equal  to  one-half  of  one  percent  of  the 
average  outstanding  principal  obligation 
of  the  mortgage  for  the  following  year 
which  shall  be  adjusted  so  as  to  accord 
with  such  date  and  so  that  the  aggregate 
of  the  said  three  premiums  shall  equal 
the  sum  of  (1)  one  percent  of  the  aver¬ 
age  outstanding  principal  (^ligation  of 
the  mortgage  for  the  year  following 
the  date  of  initial  insurance  endorse¬ 
ment  and  (2)  one-half  of  one  percent 
per  annum  of  the  average  outstanding 
principal  obligation  of  the  mortgage  for 
the  period  from  the  first  anniversary  of 
the  date  of  initial  insurance  endorse¬ 
ment  to  one  year  following  tiie  date 
of  the  first  principal  payment. 

(b)  If  the  date  of  the  first  principal 
payment  Is  one  year,  or  less  than  one 
year  following  the  date  of  such  Initial 
insurance  endorsement,  the  mortgagee, 
upon  such  first  principal  payment  date, 
shall  pay  a  second  premium  equal  to 
one-half  of  one  percent  of  the  average 
outstanding  principal  obligation  of  the 
mortgage  for  the  following  year  which 
shall  be  adjusted  so  as  to  accord  with 
such  date  and  so  that  the  aggregate  of 
the  said  two  premiums  shall  equal  the 
sum  of  (1)  one  percent  per  annum  of 
the  average  outstanding  principal  obli¬ 
gation  of  the  mortgage  for  the  period 
from  the  date  of  initial  Insurance  en¬ 
dorsement  to  the  date  of  first  principal 
payment  and  (2)  one-half  of  one  percent 
of  the  average  outstanding  principal  ob¬ 
ligation  of  the  mortgage  for  the  year 
following  the  date  of  the  first  principal 
payment. 

(c)  Where  the  credit  Instrument  is 
Initially  and  finally  endorsed  for  insur¬ 
ance  pursuant  to  a  Commitment  to  In¬ 
sure  Upon  Completion,  the  mortgagee  on 
the  date  of  the  first  principal  payment 
shall  pay  a  second  premium  equal  to  one- 
half  of  one  percent  of  the  average  out¬ 
standing  principal  obligation  of  the 
mortgage  for  the  year  following  such 
first  principal  pasnnent  date  which  shall 
be  adjusted  so  as  to  accord  with  such 
date  and  so  that  the  aggregate  of  the 
said  two  premiums  shall  equal  the  sum 
of  one-half  of  one  percent  per  annum 
of  the  average  outstanding  principal 
obligation  of  the  mortgage  for  the  period 
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from  the  date  of  the  Insurance  endorse¬ 
ment  to  one  year  following  the  date  of 
the  first  principal  payment. 

(d)  Until  the  mortgage  Is  paid  In  full, 
or  until  receipt  by  the  Commissioner  of 
an  application  for  Insurance  benefits,  or 
until  the  contract  of  insurance  Is  other- 
vvise  terminated  with  the  consent  of  the 
Commissioner,  the  mortgagee,  on  each 
anniversary  of  the  date  of  the  first  prin¬ 
cipal  payment,  shall  pay  an  annual  mort¬ 
gage  insurance  premium  equal  to  one- 
half  of  one  percent  of  the  average 
outstanding  principal  obligation  of  the 
mortgage  for  the  year  following  the  date 
on  which  such  premium  becomes  payable. 

(e)  The  premiums  payable  on  and 
after  the  date  of  the  first  principal  pay¬ 
ment  shall  be  calculated  in  accordance 
with  the  amortization  provisions  with¬ 
out  taking  Into  account  delinquent  pay¬ 
ments  or  prepa3nnents. 

(f )  Premiums  shall  be  payable  in  cash 
or  in  debentures  at  par  plus  accrued  in¬ 
terest.  All  premiums  are  payable  In  ad¬ 
vance  and  no  refund  can  be  made  of 
any  portion  thereof  except  as  hereinafter 
provided  In  this  subpart. 

§  207.252a  Prcnilunis  —  operating  loss 
loans. 

(a)  The  mortgagee,  upon  the  insur¬ 
ance  endorsement  of  the  Increase  loan 
credit  instrument  covering  the  operating 
loss  loan,  shall  pay  to  the  Commissioner 
a  first  mortgage  Insurance  premium  of 
one-half  of  1  percent  of  the  original 
amount  of  the  loan. 

(b)  The  provisions  of  paragraphs  (d) , 
(e),  and  (f)  of  §  207.252  shall  apply  to 
operating  loss  loans. 

§  207.253  Adjusted  preiniuin  and  termi¬ 
nation  charges. 

(a)  All  rights  under  the  insurance 
contract  and  all  obligations  to  pay  future 
Insurance  premiums  shall  terminate  on 
the  following  conditions: 

(1)  Payment  to  the  Commissioner  of 
an  adjusted  premium  or  termination 
charge  computed  as  follow's: 

(1)  Two  percent  of  the  original  face 
amount  of  the  mortgage  when  the  mort¬ 
gage  is  prepaid  In  full  or  the  contract  of 
Insurance  Is  voluntarily  terminated  with¬ 
in  five  years  from  the  date  of  the  initial 
endorsement  for  insurance:  or 

(ii)  One  percent  of  the  original  face 
amount  of  the  mortgage  when  the  mort¬ 
gage  is  prepaid  in  full  or  the  contract  of 
Insurance  is  voluntarily  terminated  after 
five  years  from  the  date  of  Initial  en¬ 
dorsement  for  insurance;  or 

(111)  If  at  the  time  of  prepayment  In 
full  or  volimtary  termination  a  new  in¬ 
sured  mortgage  Is  placed  on  the  same 
property  and  the  new  mortgage  Is  less 
than  the  face  amount  of  the  original 
mortgage,  the  adjusted  premium  or  ter¬ 
mination  charge  shall  be  computed  at 
the  relevant  percentage  prescribed  In 
subdivision  (1)  or  (11)  of  this  subpara¬ 
graph  of  the  difference  between  the  face 
amount  of  the  new  mortgage  and  the 
original  mortgage.  The  provision  of  this 
subdivision  (ill)  shall  also  apply  to  In¬ 
stances  where  there  are  a  series  of  new 
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Individually  Insured  mortgages  placed  on 
the  same  property. 

(Iv)  If  a  new  Insured  mortgage  or 
mortgages  are  placed  on  the  same  prop¬ 
erty  within  1  year  from  the  date  of  pre- 
pasonent  In  full  or  voluntary  termination 
(or  within  such  further  time  os  the  Com¬ 
missioner  may  approve  in  writing),  the 
Commissioner  shall  refund  to  the  mort¬ 
gagee  for  the  account  of  the  mortgagor 
any  overpayment  determined  by  recom¬ 
puting  the  adjusted  premium  or  termi¬ 
nation  charge  asing  the  formula  pre¬ 
scribed  in  subdivision  (lii)  of  this 
subparagraph.  The  provision  of  this 
subdivision  (iv)  shall  also  apply  to  in¬ 
stances  where  there  are  a  series  of  new 
individual  insuixd  mortgages  placed  on 
the  same  property. 

(2)  Notice  of  the  prepayment  shall  be 
given  to  the  Commissioner,  on  a  form 
prescribed  by  the  Commissioner,  within 
30  days  from  the  date  of  the  prepayment. 
The  adjusted  premium  shall  be  remitted 
to  the  Commissioner  with  the  notice  of 
prepayment.  Payment  shall  be  made 
either  in  cash  or  debentures  at  par  plus 
accrued  interest.  The  Insurance  contract 
shall  terminate  effective  as  of  the  date 
of  the  prepayment. 

(3)  Receipt  by  the  Commls-sloner  of  a 
written  request,  on  a  form  prescribed  by 
the  Commissioner,  by  the  mortgagor  and 
the  mortgagee  for  such  termination,  ac¬ 
companied  by  a  submission  of  the  orig¬ 
inal  credit  instrument  for  cancellation 
of  the  insurance  endorsement  and  the 
remittance  of  all  sums  to  wrhlch  the  Ck>m- 
missloner  Is  entitled.  The  termination 
shall  become  effective  as  of  the  date 
these  requirements  are  met. 

(b)  In  no  event  shall  the  adjusted 
premium  charge  or  termination  charge 
exceed  the  aggregate  amount  of  premium 
charges  which  would  have  been  payable 
If  the  mortgage  had  continued  to  be  In¬ 
sured  until  maturity. 

(c)  No  adjusted  premium  charge  shall 
be  due  the  Commissioner  In  the  follow¬ 
ing  cases; 

(1)  Where,  at  the  time  of  such  pre¬ 
payment.  there  Is  placed  on  Uie  mort¬ 
gaged  property  a  new  Insured  mortgage 
or  mortgages  for  an  amount  equal  to  or 
greater  than  the  original  principal 
amount  of  the  prepaid  mortgage;  or 

(2)  Where  the  final  maturity  speci¬ 
fied  in  the  mortgage  Is  accelerated  solely 
by  reason  of  partial  prepa5rments  made 
by  the  mortgagor  which  do  not  exceed 
In  any  one  calendar  year  15  percent  of 
the  original  face  amoimt  of  the  mort¬ 
gage;  or 

(3)  Where  the  final  maturity  specified 
In  the  mortgage  is  accelerated  solely  by 
reason  of  pasmients  to  principal  to  com¬ 
pensate  for  damage  to  the  mortgaged 
property.  Including  loss  by  condemna¬ 
tion  or  conveyance  In  lieu  of  condemna¬ 
tion,  or  a  release  of  a  part  of  such  prop¬ 
erty.  If  approved  by  the  Commissioner;  or 

(4)  Where  payment  In  full  Is  made 
of  a  delinquent  mortgage: 

(I)  On  which  foreclosure  proceedings 
have  been  commenced;  or 

(II)  For  the  purpose  of  avoiding  fore¬ 
closure,  if  the  transaction  is  approved  by 
the  Commissioner;  or 
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(5)  Where,  at  the  time  of  such  pre¬ 
payment,  there  Is  placed  on  the  prop¬ 
erty  a  new  Insured  mortgage  or  mort¬ 
gages  less  than  the  original  principal 
amount  of  the  prepaid  mortgage:  Pro¬ 
vided,  That  the  Commissioner  finds  that 
the  collection  of  such  charge  would  be 
Inequitable  under  the  particular  circum¬ 
stances  of  the  transaction. 

(6)  Where  prepayment  In  full  Is  mad 
for  the  purpose  of  converting  all  of  the 
Individual  units  of  a  project  to  family 
units  under  section  234  of  the  Act. 

(7)  Where  the  mortgage  is  paid  in  full 
from  the  proceeds  cf  a  direct  loan 
granted  under  a  program  administered 
by  the  Secretary  of  Housing  and  Urban 
Development. 

(8)  Where  the  mortgage  is  paid  In  full 
by  a  mortgagor  which  Is  a  federal,  state 
or  other  governmental  agency  or  in¬ 
strumentality. 

(9)  Where  the  mortgage  Is  paid  In 
full  after  July  1,  1962  and  the  mort¬ 
gagor  certifies  to  the  Commissioner,  in 
a  manner  satisfactory  to  him,  that  the 
payment  was  made  by  or  on  behalf  of  a 
nonprofit  educational  Institution  whlcli 
Intends  to  use  the  property  for  educa¬ 
tional  purposes. 

(10)  Where  the  mortgage  has  been  In¬ 
sured  for  10  or  more  years  and  the 
Commissioner  determines  the  following: 

(1)  The  mortgaged  property  has  been 
operated  at  a  deficit  over  a  substantial 
period  and  major  rehabilitation  will  help 
to  remedy  this  condition. 

(11)  PHA  financing  for  rehabilitation 
Is  not  feasible. 

(ill)  Financing  obtained  to  prepay  the 
Insured  mortgage  wdll  also  finance  the 
necessary  rehabilitation  and  make  the 
project  competitive  with  other  available 
rentals. 

(d)  No  termination  charge  shall  be 
due  the  Commls-sloner  where  the  termi¬ 
nation  of  Insurance  Is: 

(1)  In  connection  with  a  delinquent 
mortgage  on  which  foreclosure  proceed¬ 
ings  have  been  commenced;  or 

(2)  For  the  purpose  of  avoiding  fore- 
closTire,  if  the  transaction  Is  approved 
by  the  Commissioner. 

(3)  Where  the  voluntary  termination 
occurs  for  the  purpose  of  converting  all 
of  the  individual  units  of  a  project  to 
family  units  under  section  234  of  the  Act. 

(4)  Pursuant  to  a  request  for  termina¬ 
tion  in  a  case  where  the  mortgagor  Is  a 
nonprofit  educational  institution  which 
certifies  to  the  Commissioner,  In  a 
manner  satisfactory  to  him,  that  the 
property  will  be  used  for  ^ucatlonal 
purposes. 

(e)  Upon  termination  of  the  mortgage 
Insurance  contract  by  a  pajrment  In  full 
or  by  a  voluntary  termination,  the  Com¬ 
missioner  shall  refund  to  the  mortgagee 
for  the  account  of  the  mortgagor  an 
amount  equal  to  the  pro  rata  portion 
of  the  current  annual  mortgage  Insur¬ 
ance  premium  theretofore  paid,  which 
Is  applicable  to  the  portion  of  the  year 
subsequent  to  (1)  the  date  of  the  pre¬ 
payment  or  (2)  the  effective  date  of  the 
voluntary  termination  of  the  contract  of 
Insurance. 
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§  207.253a  Termination  of  inaurance 
contract. 

(a)  Reasons  for  termination.  TTie 
happening  of  any  of  the  following  events 
shall  constitute  an  additional  reason  for 
terminating  the  contract  of  insurance 
without  the  payment  of  any  adjusted 
premium  or  termination  charge,  in  cases 
where  the  mortgagee  has  elected  to  con¬ 
vey  the  property  to  the  Commissioner: 

(1)  The  acquisition  by  the  mortgagee 
of  the  mortgaged  property  without  con¬ 
veying  it  to  the  Commissioner. 

(2)  The  acquisition  of  the  property  at 
the  foreclosure  sale  by  a  party  other  than 
the  mortgagee. 

(3)  The  redemption  of  the  property 
after  foreclosure. 

(4)  Notice  given  by  the  mortgagee 
after  the  foreclosiire  and  during  the  re¬ 
demption  period  that  It  will  not  tender 
the  property  to  the  Commissioner. 

(b)  Notice  of  termination.  No  con¬ 
tract  of  insurance  shall  be  terminated 
until  the  mortgagee  has  given  written 
notice  thereof  to  the  Ccmmlssioner 
within  30  days  from  the  happening  of 
any  one  of  the  events  set  forth  in  para¬ 
graph  (a)  of  this  section. 

(c)  Effective  termination  date.  The 
Commissioner  shall  notify  the  mortgagee 
that  the  contract  of  Insurance  has  been 
terminated  and  the  effective  termination 
date.  The  termination  shall  be  effective 
as  of  the  date  any  one  of  the  events  set 
forth  in  paragraph  (a)  of  this  section 
occur. 

(d)  Effect  of  termination.  Upon 
termination  of  the  contract  it  insurance, 
the  obligation  to  pay  any  subsequent 
MIP  shall  cease  and  all  rights  of  the 
mortgagor  and  mortgagee  shall  be  termi¬ 
nated. 

Insttrance  Endorsement 
§  207.254  Insurance  endorsement. 

(a)  Initial  endorsement.  The  Commis¬ 
sioner  shall  Indicate  his  insurance  of 
the  mortgage  by  endorsing  the  original 
credit  instrument  and  identifying  the 
section  of  the  Act  and  the  regulations 
under  which  the  mortgage  is  insured  and 
the  date  of  insurance. 

(b)  Final  endorsement.  When  all  ad¬ 
vances  of  mortgage  proceeds  have  been 
made  and  all  the  terms  and  conditions 
of  the  commitment  have  been  complied 
with  to  the  satisfaction  of  the  Commis¬ 
sioner,  he  shall  Indicate  on  the  original 
credit  instrument  the  total  of  all  ad¬ 
vances  he  has  approved  for  insurance 
and  again  endorse  such  instrument. 

(c)  Effect  of  endorsement.  From  the 
date  of  initial  endorsement,  the  Commis¬ 
sioner  and  the  mortgagee  or  lender  shall 
be  bound  by  the  provisions  of  this  sub¬ 
part  to  the  same  extent  as  if  they  had 
executed  a  contract  including  the  provi¬ 
sions  of  this  subpart  and  the  applicable 
sections  of  the  Art. 

Rights  and  Duties  of  Mortgagee  Under 
THE  Contract  of  Insurance 

§  207.255  Defaults. 

(a)  The  following  shall  be  considered 
a  default  under  the  terms  of  a  mortgage 
insured  under  this  subpart: 
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(1)  Failure  of  the  mortgagor  to  make 
any  payment  due  under  the  mortgage; 
or 

(2)  Failure  to  perform  any  other  cov¬ 
enant  under  the  provisions  of  the  mort¬ 
gage,  if  the  mortgagee,  because  of  such 
failure,  has  accelerated  the  debt. 

(b)  In  the  case  of  an  operating  loss 
loan,  the  failure  of  the  mortgagor  to 
make  any  payment  due  under  such  loan 
or  under  the  original  mortgage  shall  be 
considered  a  default  under  both  the  loan 
and  original  mortgage. 

(c)  If  such  defaults  as  defined  in  par¬ 
agraphs  (a)  and  (b)  of  this  section  con¬ 
tinue  for  a  period  of  30  days  the  mort¬ 
gagee  shall  be  entitled  to  receive  the 
benefits  of  the  insurance  hereinafter 
provided. 

(d)  For  the  purposes  of  this  section 
the  date  of  default  shall  be  considered 
as: 

(1)  The  date  of  the  first  uncorrected 
failure  to  perform  a  covenant  or  obli¬ 
gation;  or 

(2)  llie  date  of  the  first  failure  to 
make  a  monthly  pasrment  which  subse¬ 
quent  payments  by  the  mortgagor  are 
insufficient  to  cover  when  applied  to  the 
overdue  monthly  pasrments  in  the  order 
in  which  they  became  due. 

§  207.256  Notice. 

(a)  If  the  default  as  defined  in 
S  207.255  is  not  cured  within  the  30  day 
grace  period,  the  mortagee  shall  within 
30  days  thereafter  notify  the  Commis¬ 
sioner  in  writing  of  such  default. 

(b)  Notwithstanding  the  provision  of 
§  207.255(b),  the  mortagee  will  be  re¬ 
quired  to  give  notice  in  writing  to  the 
Commissioner  of  the  failure  of  the  mort¬ 
gagor  to  comply  with  such  covenant  re¬ 
gardless  of  the  fact  the  mortgagee  may 
not  have  elected  to  accelerate  the  debt. 

§  207.256a  Reinstatement  of  defaulted 
mortgage. 

If  after  default  and  prior  to  the  com¬ 
pletion  of  foreclosure  proceedings  the 
mortgagor  shall  cure  the  default,  the  in¬ 
surance  shall  continue  as  if  a  default  had 
not  occurred,  provided  the  mortgagee 
gives  written  notice  of  reinstatement  to 
the  Commissioner. 

§  207.256b  Modification  of  mortgage 
terms. 

(a)  The  mortgagor  and  the  mortgagee 
may,  with  the  approval  of  the  Commis¬ 
sioner,  enter  into  an  agreement  which 
extends  the  time  for  curing  a  default  tra¬ 
der  the  mortgage  or  modifies  the  pay¬ 
ment  terms  of  the  mortgage. 

(b)  The  Commissioner’s  approval  of 
the  type  of  agreement  specified  in  para¬ 
graph  (a)  of  this  section  shall  not  be 
given  unless  the  mortgagor  agrees  in 
writing  that,  during  such  period  as  pay¬ 
ments  to  the  mortgagee  are  less  than  the 
amounts  required  under  the  terms  of  the 
original  mortgage,  it  will  hold  in  trust  for 
disposition  as  directed  by  the  Commis¬ 
sioner  all  rents  or  other  funds  derived 
from  the  property  which  are  not  required 
to  meet  actual  and  necessary  expenses 
arising  in  connection  with  the  operation 
of  such  property,  including  amortization 
charges  under  the  mortgage. 


(c)  The  Commissioner  may  exempt  a 
mortgagor  from  the  requirement  of  para¬ 
graph  (b)  of  this  section  in  any  case 
where  the  Commissioner  determines  that 
such  exemption  does  not  jeopardize  the 
interests  of  the  United  States. 

§  207.257  CommisMiuner’s  right  to  re¬ 
quire  acceleration. 

Upon  receipt  of  notice  of  violation  of 
a  covenant,  as  provided  for  in  §  207.256 
(b) ,  or  otherwise  being  apprised  thereof, 
the  Commissioner  reserves  the  right  to 
require  the  mortgagee  to  accelerate  pay¬ 
ment  of  the  outstanding  principal  bal¬ 
ance  due  in  order  to  protect  the  interests 
of  the  Federal  Housing  Commissioner. 

§  207.258  Insurance  claim  requirements, 

(a)  Alternative  election  by  mortgagee. 
When  the  mortgagee  becomes  eligible  to 
receive  mortgage  insurance  benefits  pur¬ 
suant  to  §  207.255(c),  it  shall,  within  45 
days  thereafter,  give  the  Commissioner 
written  notice  of  its  intention  to  file  an 
insurance  claim  and  of  its  election  either 
to  assign  the  mortgage  to  Uie  Commis¬ 
sioner,  as  provided  in  paragraph  (b)  of 
this  section,  or  to  acquire  and  convey 
title  to  the  Commissioner,  as  provided  in 
paragraph  (c)  of  this  section. 

(b)  Assignment  of  mortgage  to  Com¬ 
missioner.  If  the  mortgagee  elects  to  as¬ 
sign  the  mortgage  to  the  Commissioner, 
it  shall,  at  any  time  within  30  days  after 
the  date  of  the  notice  of  such  election, 
file  its  application  for  Insurance  benefits 
and  assign,  in  such  manner  as  the  Com¬ 
missioner  may  require,  the  original  credit 
and  security  instruments  to  the  Commis¬ 
sioner.  In  addition,  the  following  re¬ 
quirements  shall  be  met: 

(1)  Notice  o/ assij/nmenf.  On  the  date 
the  assignment  of  the  mortgage  is  filed 
for  record,  the  mortgagee  shall  notify  the 
Commissioner  on  a  form  prescribed  by 
him  of  such  assignment,  and  shall  also 
notify  the  FHA  Assistant  Commis¬ 
sioner-Comptroller  by  telegram  of  such 
recordation. 

(2)  Warranty  of  mortgagee.  The  as¬ 
signment  shall  be  made  without  recourse 
or  warranty,  except  that  the  mortgagee 
shall  warrant  that: 

(i)  No  act  or  omission  of  the  mort¬ 
gagee  has  impaired  the  validity  and 
priority  of  the  mortage. 

(ii)  The  mortgage  is  prior  to  all  me¬ 
chanics’  and  materialmen’s  Liens  filed  of 
record  subsequent  to  the  recording  of  the 
mortgage,  regardless  of  whether  such 
liens  attached  prior  to  the  recording 
date. 

(iii)  The  mortgage  is  prior  to  all  liens 
and  encumbrances  which  may  have  at¬ 
tached  or  defects  which  may  have  arisen 
subsequent  to  the  recording  of  the  mort¬ 
gage,  except  such  liens  or  other  matters 
as  may  be  approved  by  the  Commis¬ 
sioner. 

(iv)  The  amount  stated  in  the  instru¬ 
ment  of  assignment  is  actually  due  un¬ 
der  the  mortgage  and  there  are  no  offsets 
or  counterclaims  against  such  amount. 

(v)  The  mortgagee  has  a  good  right 
to  assign  the  mortgage. 
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(3)  Items  delivered  by  mortgagee. 
The  mortgagee  shall  deliver  to  the  Com¬ 
missioner,  within  45  days  after  the  as¬ 
signment  is  filed  for  record,  the  items 
enumerated  below: 

(i)  An  assignment  of  all  claims  of  the 
mortgagee  against  the  mortgagor  or 
others  arising  out  of  the  mortgage  trans¬ 
action. 

(li)  All  policies  of  title  or  other  in¬ 
surance  or  surety  bonds  or  other  guar¬ 
anties,  and  any  and  all  claims  thereun¬ 
der,  including  evidence  satisfactory  to 
the  Commissioner  that  the  effective  date 
of  the  original  title  coveragp  has  been 
extended  to  include  the  assignment  of 
the  mortgage  to  the  Commissioner. 

(ill)  All  records,  ledger  cards,  docu¬ 
ments,  books,  papers,  and  accounts  relat¬ 
ing  to  the  mortgage  transaction. 

(iv)  All  property  of  the  mortgagor 
held  by  the  mortgagee  or  to  which  it  is 
entitled  (other  than  the  cash  items  which 
are  to  be  retained  by  the  mortgagee) 
pursuant  to  subparagraph  (4)  of  this 
paragraph. 

(V)  Any  additional  information  or 
data  which  the  Commissioner  may 
require. 

(4)  Disposition  of  cash  items.  The 
following  cash  items  shall  either  be  re¬ 
tained  by  the  mortgagee  or  delivered  to 
the  Commissioner  in  accordance  with 
instructions  to  be  issued  by  the  Commis¬ 
sioner  at  the  time  the  insurance  claim  is 
filed: 

(i)  Any  balance  of  the  mortgage  loan 
not  advanced  to  the  mortgagor. 

(ii)  Any  cash  held  by  the  mortgagee 
or  its  agents  or  to  which  it  is  entitled,  in¬ 
cluding  deposits  made  for  the  account  of 
the  mortgagor,  and  which  have  not  been 
applied  in  reduction  of  the  principal  of 
the  mortgage  indebtedness. 

(ill)  All  funds  held  by  the  mortgagee 
for  the  accoimt  of  the  mortgagor  received 
pursuant  to  any  other  agreement. 

(iv)  The  amount  of  any  undrawn  bal¬ 
ance  imder  a  letter  of  credit  used  in  lieu 
of  a  cash  deposit. 

(c)  Conveyance  of  title  to  Commis¬ 
sioner.  If  the  mortgagee  elects  to 
acquire  and  convey  title  to  the  Commis¬ 
sioner,  the  following  requirements  shall 
be  met: 

(1)  Alternative  actions  by  mortgagee. 
At  any  time  within  a  period  of  30  dasrs 
after  the  date  of  the  notice  of  such  elec¬ 
tion,  the  mortgagee  shall  take  one  of  the 
alternative  actions  in  subparagraph  (2) 
or  (3)  of  this  paragraph. 

(2)  Foreclosure  of  mortgage.  Tlie 
mortgagee  may  elect  to  commence  fore¬ 
closure  proceedings.  If  the  laws  of  the 
State  where  the  property  is  located  do 
not  permit  institution  of  foreclosure 
within  such  30-day  period,  foreclosure 
shall  be  commenced  not  less  than  30  days 
after  such  action  can  be  taken.  Under 
such  proceedings,  the  mortgagee  shall 
take  one  of  the  following  actions: 

(i)  Obtain  possession  of  the  mortgaged 
property  and  the  Income  therefrom 
through  the  volimtary  surrender  thereof 
by  the  mortgagor. 

(11)  Institute  and  prosecute  with  rea¬ 
sonable  diligence,  proceedings  for  the 
appointment  of  a  receiver  to  manage  the 
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mortgaged  property  and  collect  income 
therefrom. 

(ill)  Proceed  to  exercise  such  other 
rights  and  remedies  as  may  be  available 
to  it  for  the  protection  and  preservation 
of  the  mortgaged  property  and  to  obtain 
the  income  therefrom  imder  the  mort¬ 
gage  and  the  law  of  the  particular 
jurisdiction. 

(iv)  With  the  prior  approval  of  the 
Commissioner,  exercise  the  power  of  sale 
under  a  deed  of  trust. 

(3)  Acquisition  of  title  and  possession. 
The  mortgagee,  with  the  approval  of  the 
Commissioner,  may  elect  to  acquire  pos¬ 
session  of,  and  title  to,  the  mortgaged 
property  by  means  other  than  foreclo¬ 
sure.  With  the  prior  approval  of  the 
Commissioner,  title  may  be  transferred 
directly  to  ’^he  Commissioner. 

(4)  Notice  of  foreclosure.  The  mort¬ 
gagee  shall  give  written  notice  to  the 
Commissioner  within  30  days  after  the 
institution  of  foreclosure  proceedings 
and  shtdl  exercise  reasonable  diligence  in 
prosecuting  such  proceedings  to  comple¬ 
tion.  Any  developments  which  might 
delay  the  consummation  of  such  pro¬ 
ceedings  shall  be  promptly  reported  to 
the  Commissioner. 

(5)  Transfer  by  mortgagee.  After  ac¬ 
quiring  title  to  and  possession  of  the 
property,  the  mortgagee  shall  (within 
30  days  of  such  acquisition)  transfer  title 
and  possession  of  the  property  to  the 
Commissioner.  The  transfer  shall  be 
made  in  such  manner  as  the  Commis¬ 
sioner  may  reqiilre.  On  the  date  the  deed 
is  filed  for  record,  the  mortgagee  shall 
notify  the  Commissioner  on  a  form  pre¬ 
scribed  by  him  of  the  filing  of  such 
conveyance,  and  shall  also  notify  the 
PHA  Assistant  Commissioner-Comptrol¬ 
ler  by  telegram  of  such  recordation. 

(6)  Filing  of  deed  and  application. 
The  mortgagee  shall  file  its  application 
for  insurance  benefits  at  the  time  of 
filing  for  record  of  the  deed  conveying 
the  property  to  the  Commissioner. 

(7)  Deed  covenants  and  documents. 
The  deed  convesdng  the  property  to  the 
Commissioner  shall  contain  covenants 
satisfactory  to  the  Commissioner.  The 
original  deed  shall  be  forwarded  to  the 
CTommlssioner  as  soon  as  received  frwn 
the  recording  authority,  nxe  following 
documents  shall  be  forwarded  with  the 
deed: 

(i)  A  bill  of  sale  covering  any  personal 
property  to  which  the  mortgagee  is  en¬ 
titled  by  reason  of  the  mortgage  trans¬ 
action  or  by  the  accep>tance  of  a  deed 
in  lieu  of  foreclosure. 

(ii)  An  assignment  of  all  claims  of  the 
mortgagee  against  the  mortgagor  or 
others  arising  out  of  the  mortgage  trans¬ 
action  and  out  of  the  foreclosure  pro¬ 
ceedings  or  other  means  by  which  the 
property  was  acquired. 

(iil)  An  assignment  of  any  claims  on 
account  of  title  Insurance  and  fire  or 
other  hazard  Insurance,  except  claims 
which  have  been  released  with  the  prior 
approval  of  the  Commissioner. 

(8)  Title  evidence.  Evidence  of  title, 
satisfactory  to  the  Commissioner  and 
meeting  the  requii-ements  of  §  207.258a 
shall  be  furnished  to  the  Commissioner 
(without  expense  to  him)  within  45  days 
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of  the  filing  for  record  of  the  deed  con¬ 
veying  the  property  to  him. 

(9)  Disposition  of  cash  items.  The 
provisions  of  paragraph  (b)  (4)  of  this 
section,  relating  to  the  retention  or  de¬ 
livery  of  cash  items,  shall  be  applicable 
to  cases  involving  the  conveyance  of 
property  to  the  Commissioner. 

§  207.258a  Title  requirements. 

(a)  Form  of  title  evidence.  The  title 
evidence  subinltted  with  a  conveyance 
of  the  property  to  the  Commissioner  shall 
be  in  the  form  of  an  owner’s  policy  of  title 
insurance,  except  that,  if  an  abstract  and 
attorney’s  opinion  were  accepted  by  the 
Commissioner  at  the  time  of  insurance, 
the  title  evidence  may  be  in  such  form. 
The  title  evidence  shall  be  effective  on  or 
after  the  date  of  the  recording  of  the 
conveyance  to  the  Commissioner. 

(b)  Content  of  title  evidence.  To  be 
satisfactory  to  the  Commissioner,  the 
title  evidence  covering  the  property  con¬ 
veyed  to  him  shall  show  the  same  title 
vested  in  the  Commissioner  as  was  vested 
in  the  mortgagor  as  of  the  date  of  the 
mortgage  was  filed  for  record,  with  the 
exception  of  such  liens  or  other  matters 
affecting  the  title  as  may  be  approved 
by  the  Commissioner. 

§  207.259  Insurance  benefits. 

(a)  Method  of  payment.  Upon  either 
an  assignment  of  the  mortgage  to  the 
Commissioner  or  a  conveyance  of  the 
property  to  him  in  accordance  with  the 
requirements  of  §  207.258,  payment  of 
insurance  claim  shall  be  made  in  cash, 
in  debentures,  or  in  a  combination  of 
both,  as  determined  by  the  Commissioner 
at  the  time  of  payment,  except  that 
where  the  mortgage  is  Insured  pursuant 
to  section  223(e)  of  the  National  Housing 
Act  such  claim  shall  be  paid  in  cash 
from  the  Special  Risk  Insurance  Fimd, 
unless  the  mortgagee  files  a  written  re¬ 
quest  with  the  application  for  payment  in 
debentures.  If  such  a  request  is  made,  the 
claim  shall  be  paid  by  Issuing  debentures 
and  by  paying  any  balance  in  cash. 

(b)  Amount  of  payment:  assignment 
of  mortgage.  If  the  mortgage  is  as¬ 
signed  to  the  Commissioner,  the  Insur¬ 
ance  benefits  shall  be  paid  in  an  amount 
determined  as  follows: 

(1)  By  adding  to  the  unpaid  principal 
amount  of  the  mortgage,  computed  as 
of  the  date  of  default,  the  following 
items: 

(i)  The  amount  of  all  payments  made 
by  the  mortgagee  for  taxes,  special 
assessments  and  water  rates  which  are 
liens  prior  to  the  mortgage;  for  insur¬ 
ance  on  the  property;  and  for  any  mort¬ 
gage  Insurance  premiums  paid  after  de¬ 
fault. 

(ii)  An  allowance  for  reasonable  pay¬ 
ments  made  by  the  mortgagee,  with  the 
approval  of  the  Commissioner,  for  the 
completion  and  preservation  of  the 
property. 

(iil)  An  amount  equivalent  to  the 
debenture  Interest  which  would  have 
been  earned  on  the  portion  of  the  insur¬ 
ance  benefits  paid  in  cash,  as  of  the  date 
such  cash  payment  is  made,  except  that 
when  the  mortgagee  fails  to  meet  any 
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one  of  the  applicable  requirements  of 
IS  207.256  and  207.258  within  the  speci¬ 
fied  time  and  in  a  manner  satisfactory 
to  the  Commissioner  (or  within  such 
further  time  as  the  Commissioner  may 
approve  in  writing) ,  the  Interest  allow¬ 
ance  in  such  cash  pasmient  shall  be  ccsn- 
puted  only  to  the  date  on  which  the 
particular  required  action  should  have 
been  taken  or  to  which  It  was  extended. 

(2)  By  deducting  from  the  total  of  the 
Items  computed  under  subpyarEigraph  (1) 
of  this  paragraph,  the  following  Items: 

(I)  Any  amount  received  by  the  mort¬ 
gagee  on  account  of  the  mortgage  after 
the  date  of  default. 

(II)  Any  net  Income  received  by  the 
mortgagee  from  the  property  covered  by 
the  mortgage  after  the  date  of  default. 

(ill)  The  sum  of  the  cash  Items  re¬ 
tained  by  the  mortgagee  pursuant  to 
§  207.258(b)  (4),  except  the  balance  of 
the  mortgage  loan  not  advanced  to  the 
mortgagor.  s 

(Iv)  An  amount  equivalent  to  1  per¬ 
cent  of  the  mortgage  funds  advanced  to 
the  mortgagor  and  not  repaid  as  of  the 
date  of  default,  except  that  all  or  part 
of  the  1  percent  may  be  waived  by  the 
Commissioner  If,  at  his  request  and  in 
lieu  of  foreclosure,  the  mortgage  is  as¬ 
signed  to  the  Secretary. 

(c)  Amount  of  payment;  conveyance 
of  property.  If  the  property  Is  con¬ 
veyed  to  the  Commissioner,  the  Insur¬ 
ance  benefits  shall  be  paid  In  an  amount 
determined  In  accordance  with  para¬ 
graph  (b)  of  this  section,  except  that 
the  Item  set  forth  In  p>aragraph  (b)(2) 
(Iv)  shall  not  be  deducted. 

(d)  Issuance  of  certificate  of  claim. 
In  addition  to  the  Insurance  benefits 
paid  under  paragraph  (b)  or  (c)  of  this 
section,  a  certificate  of  claim  shall  be 
Issued  to  the  mortgagee. 

(1)  In  the  case  of  an  assignment  of 
the  mortgage,  the  certificate  shall  be 
for  an  amount  which  the  CommisslcHier 
determines  to  be  siifflclent,  when  added 
to  the  amoimt  of  the  Insiuance  benefits, 
to  equal  the  amoimt  the  mortgagee 
would  have  received  if,  on  the  date  of 
assignment  to  the  Commissioner,  the 
mortgagor  had  paid  In  full  all  obliga¬ 
tions  under  the  mortgage.  Where  a 
conveyance  Is  involved,  there  shall  also 
he  included  In  the  certificate  an  allow¬ 
ance  In  a  reasonable  amount  for  any 
necessary  expenses  incurred  by  the 
mortgagee  In  connection  with  the  fore¬ 
closure  proceedings  or  the  acquisition  of 
the  mortgaged  property  otherwise  and 
In  connection  with  the  conveyance  of 
the  property  to  the  Commissioner. 

(2)  The  certificate  of  claim  shall  pro¬ 
vide  for  an  imcompounded  annual  In¬ 
terest  Increment  of  3  percent  to  begin 
as  of  the  date  of  either  assignment  or 
conveyance. 

(e)  Issuance  of  debentures.  Where 
debentures  are  Issued,  they  shall  meet 
the  following  requirements: 

( 1 )  Be  Issued  as  of  the  date  of  default. 

(2)  Be  registered  as  to  principal  and 
Interest. 

(3)  At  the  option  of  the  Commissioner 
and  with  the  approval  of  the  Secretary 
of  the  Treasiuy,  be  redeemable  at  par 


RULES  AND  REGULATIONS 

plus  accrued  interest  on  any  semiannual 
Interest  payment  date  on  3  months’  no¬ 
tice  of  r^emption  given  In  such  manner 
as  the  Commissioner  shall  prescribe. 
The  debenture  Interest  on  the  debentures 
called  for  redemption  shall  cease  on  the 
semiannual  Interest  payment  date  desig¬ 
nated  In  the  call  notice.  The  Commis¬ 
sioner  may  Include  with  the  notice  of 
redemption  an  offer  to  purchase  the 
debentures  at  par  plus  accrued  Interest 
at  any  time  during  the  period  between 
the  notice  of  redemption  and  the  re¬ 
demption  date.  If  ^e  debentures  are 
purchased  by  the  Commissioner  after 
such  call  and  prior  to  the  named  redemp¬ 
tion  date,  the  debenture  interest  shall 
cease  on  the  date  of  purchase. 

(4)  Mature  20  years  from  the  date 
thereof. 

(5)  Be  issued  in  multiples  of  $50,  and 
any  differences  not  In  excess  of  $50  be¬ 
tween  the  amount  of  insuramce  benefits 
to  which  the  mortgagee  Is  entitled  here¬ 
under  and  the  aggregate  face  amount  of 
the  debentures  issued,  shall  be  paid  in 
cash  by  the  Commissioner  to  the  mort¬ 
gagee. 

(6)  Bear  interest  from  the  date  of  is¬ 
sue,  payable  semiannually  on  the  first  day 
of  January  and  the  first  day  of  July  of 
each  year  at  the  rate  in  effect  as  of  the 
date  the  commitment  was  issued,  or  as 
of  the  date  of  initial  insurance  endorse¬ 
ment  of  the  mortgage,  whichever  rate  Is 
the  higher.  The  following  Interest  rates 
are  effective  for  the  dates  listed: 


Effective  rate  (percent)  On  or  after—  Prior  to¬ 


4*4 . 

1,1967 

Jan. 

1,196S 

6*< . 

1, 196H 

July 

1, 1969 

Vs . 

. July 

1,1969 

Jan. 

1, 1970 

6?» . 

. Jan. 

1,1970 

July 

1, 1970 

6’h . 

. July 

1,1970 

Jan. 

1, 1971 

6^ . 

. Jan. 

1, 1971 

July 

1, 1971 

m . 

. July 

1, 1971 

il)  Debentures  representing  the  por¬ 
tion  of  the  claim  applicable  to  an  operat¬ 
ing  loss  loan  shall  bear  interest  at  the 
rate  in  effect  as  of  the  date  the  commit¬ 
ment  to  insure  such  loan  was  issued,  or 
as  of  the  date  of  endorsement  for  insur¬ 
ance  of  such  loan,  whichever  rate  is  the 
higher,  although  debentures  represent¬ 
ing  the  portion  of  the  claim  applicable 
to  the  original  mortgage  may  bear  in¬ 
terest  at  a  different  rate. 

§  207.259a  Waiver  of  title  objection; 
mortgages  formerly  Commissioner- 
held. 

If  the  Commissioner  s^s  a  mortgage 
and  such  mortgage  is  later  reassigned  to 
him  in  exchange  for  debentures  or  the 
property  covered  by  such  mortgage  Is 
later  conveyed  to  him  in  exchange  for 
debentures,  the  Commissioner  will  not 
object  to  title  by  reason  of  any  lien  or 
other  adverse  Interest  that  was  senior  to 
the  mortgage  on  the  date  of  the  orig¬ 
inal  sale  of  such  mortgage  'by  the 
Ctommissloner. 

§  207.260  Protection  of  mortguge  seen- 
rity, 

(a)  Annual  inspection  of  property  by 
mortgagee.  As  long  as  the  mortgage  Is 


insured  by  the  Commissioner,  the  mort¬ 
gagee  shall  ascertain  the  general  physi¬ 
cal  condition  of  the  mortgaged  property 
in  each  calendar  year  commencing  with 
the  calendar  year  following  completion 
of  the  project.  The  mortgagee  shall  fur¬ 
nish  the  Commissioner  and  the  mort¬ 
gagor  with  a  copy  of  its  inspection  re¬ 
port,  which  shall  contain  the  mortgagee’s 
recommendations  for  any  necessary 
action. 

(b)  Damage  to  property  by  unreason¬ 
able  use.  abuse,  or  neglect.  If  a  claim  for 
mortgage  Insm-ance  benefits  Is  filed,  the 
Commissioner  will  accept  an  assignment 
of  the  mortgage  or  conveyance  of  the 
property  even  though  the  buildings  or 
Improvements  thereon  have  been  sub¬ 
jected  to  permanent  or  substantial  dam¬ 
age  through  unreasonable  use,  abuse  or 
neglect.  The  mortgagee  shall  not  be  held 
responsible  for  such  damage  and  deduc¬ 
tions  therefor  will  not  be  made  from 
mortgage  insurance  benefits. 

(c)  Insurance  of  property  against  fire 
and  other  hazards.  The  mortgaged  prop¬ 
erty  shall  be  Insured  against  fire  and 
other  hazards  as  provided  in  the  mort¬ 
gage.  The  mortgagee  shall  obtain  such 
coverage  in  the  event  the  mortgagor  falls 
to  do  so.  If  the  mortgagee  fails  to  pay  any 
premiums  necessary  to  keep  the  mort¬ 
gaged  premises  so  insured,  the  contract 
of  mortgage  insurance  may  be  termi¬ 
nated  at  the  election  of  the  Commis¬ 
sioner. 

(d)  Effect  of  failure  to  provide  insur¬ 
ance;  cancellation  of  insurance.  If  the 
morteagc  Is  assigned  to  the  Commis¬ 
sioner  or  the  property  is  conveyed  to  the 
Commissioner  and  at  the  time  of  such 
assignment  or  conveyance  the  property 
has  been  damaged  by  fire  or  other  haz¬ 
ards  and  loss  has  been  sustained  because 
of  failure  to  keep  the  property  Insured 
as  provided  in  the  mortgage,  the  amoimt 
of  such  loss  may  be  deducted  from  the 
insurance  benefits  paid  by  the  Commis¬ 
sioner,  unless  the  following  conditions 
are  met: 

(1)  The  property  shall  have  been  cov¬ 
ered  by  insurance  against  fire  and  other 
hazards  at  the  time  the  mortgage  was 
Insured. 

(2)  Such  ins’irance  shall  have  been 
later  canceled  or  renewal  shall  have  been 
refused  by  the  insuring  company. 

(3)  The  mortgagee  shaU  have  noti¬ 
fied  the  Commissioner  within  30  days  (or 
within  such  further  time  as  the  Com¬ 
missioner  may  approve)  of  the  cancel¬ 
lation  of  the  insurance  or  of  the  refusal 
of  the  Insuring  company  to  renew  the 
insurance.  Such  notification  shall  have 
been  accompanied  by  a  certification  that 
the  mortgagee’s  diligent  efforts  to  ob¬ 
tain  Insurance  coverage  against  fire  and 
other  hazards  at  reasonably  competitive 
rates  were  unsuccessful  and  that  it 
would  continue  its  efforts  to  obtain  ade¬ 
quate  Insurance  coverage  at  competitive 
rates. 

(e)  Application  of  insurance  proceeds. 
(1)  In  the  event  a  loss  has  occurred  to 
the  mortgaged  property  under  any  policy 
of  fire  or  other  hazard  insurance  and  the 
mortgagee  has  received  the  proceeds 
therefrom.  It  shall  not  exercise  its  option 
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under  the  mortgage  to  use  the  proceeds 
of  such  Insurance  for  the  repairing,  re¬ 
placing,  or  rebuilding  of  the  premises,  or 
apply  them  to  the  mortgage  indebted¬ 
ness,  or  make  other  disposition  of  such 
proceeds,  without  the  prior  written  ap¬ 
proval  of  the  Commissioner. 

(2)  If  the  proceeds  are  applied  to  the 
mortgage  with  such  prior  written  ap¬ 
proval  and  result  in  the  payment  in  full 
of  the  entire  mortgage  indebtedness,  the 
contract  of  mortgage  insurance  made 
with  the  Commissioner  shall  thereupon 
terminate. 

(3)  If  the  Commissioner  shall  fall  to 
give  his  approval  to  the  use  or  applica¬ 
tion  of  such  funds  for  either  of  said  pur¬ 
poses  within  30  days  after  written  request 
by  the  mortgagee,  the  mortgagee  may 
use  or  apply  such  funds  for  any  of  the 
purposes  specified  in  the  mortgage  with¬ 
out  the  approval  of  the  Commissioner. 

Assignments 

§  207.261  Assignment  of  insured  mort¬ 
gages. 

(a)  In  general.  An  approved  mort¬ 
gagee  may  assign,  transfer  or  pledge  an 
insured  mortgage  or  a  partial  interest 
in  an  Insured  mortgage  by  way  of  a  par¬ 
ticipation  or  other  arrangement,  in  ac¬ 
cordance  with  the  terms  and  conditions 
prescribed  in  this  section. 

(b)  Bonds.  Bonds  or  other  obligations 
Issued  in  connection  with  an  Insured 
mortgage  executed  in  the  form  of  an  in¬ 
denture  of  trust  may  be  transferred  as 
provided  in  the  trust  indenture  and  the 
provisions  of  paragraph  (g)  of  this  sec¬ 
tion  shall  not  be  applicable  to  these 
transfers. 

(c)  Transfers  prior  to  full  disburse¬ 
ment.  Transfers  or  pledges  of  the  in- 
siu-ed  loan  may  be  made  prior  to  full 
disbursement  only  with  the  prior  written 
approval  of  the  Conunlssioner. 

(d)  Transfers  after  full  disbursement. 
Transfers  after  full  disbursement  may 
be  made  only  to  a  transferee  approved  by 
the  Commissioner.  Upon  assumption  by 
the  transferee  of  all  obligations  under 
the  contract  of  mortgage  insurance,  the 
transferor  shall  be  released  from  its  ob¬ 
ligations  under  such  contract.  The 
transfer  shall  be  reported  to  the  Commis¬ 
sioner  on  a  form  satisfactory  to  the 
Commissioner. 

(e)  Transfer  of  partial  interest  under 
participation  agreement.  A  partial  in> 
terest  in  an  Insured  mortgage  may  be- 
transferred  without  obtaining  the  ap¬ 
proval  of  the  Commissioner  under  a  par¬ 
ticipation  agreement  or  arrangement  if 
the  following  conditions  are  met: 

(1)  The  insured  mortgage  shall  be 
held  by  an  approved  mortgagee  subject 
to  the  inspection  and  supervlsdon  of  a 
governmental  agency  authorized  by  law 
to  make  periodic  examination  of  its 
books  and  accoimts,  and  which  shall  for 
the  purposes  of  this  section  be  herein¬ 
after  referred  to  as  the  "principal” 
mortgagee; 

(2)  The  "principal”  mortgagee  shall 
at  all  times  retain  at  least  a  ten  percent 
beneficial  interest  in  the  insured  mort¬ 
gage  up  to  the  time  of  final  endorsement. 


and  at  least  a  five  percent  beneficial  in¬ 
terest  thereafter: 

(3)  A  participation  or  partial  Interest 
In  an  insured  mortgage  shall  be  issued 
to  and  held  only  by  a  holder  meeting  one 
of  the  following  qualifications: 

(i)  A  mortgagee  approved  by  the 
Commissioner; 

(ii)  A  pension  or  retirement  fund  or 
a  profit-sharing  plan  maintained  and 
administered  by  a  corporation  or  by  a 
governmental  agency  or  by  a  trustee  or 
trustees,  which  the  "principal”  mort¬ 
gagee  determines  has  lawful  authority  to 
acquire  a  partial  interest  in  an  insured 
mortgage  under  the  conditions  set  forth 
in  this  paragraph; 

(iil)  A  charitable  or  nonprofit  organi¬ 
zation. 

(4)  The  participation  agreement  or 
arrangement,  in  addition  to  other  provi¬ 
sions  as  may  be  agreed  upon  between  the 
participants,  shall  provide  that  the 
"principal”  mortgagee  shall  remain  the 
mortgagee  of  record  under  the  contract 
of  mortgage  insurance;  and  tl.at  the 
Commissioner  shall  have  no  obligation  to 
recognize  or  deal  with  any  other  party 
except  the  mortgagee  of  record  with  re¬ 
spect  to  the  rights,  benefits  and  obliga¬ 
tions  of  the  mortgagee  under  the  con¬ 
tract  of  insurance. 

(f )  Notice  not  required.  No  notice  of 
any  sale  or  transfer  of  a  participating  or 
partial  interest  shall  be  required,  imless 
the  insured  mortgage  is  transferred  in  its 
entirety  to  a  new  "principal”  mortgagee 
on  the  public  records. 

(g)  Unauthorized  transfer,  pledge  or 
assignment.  The  contract  of  insurance 
may,  at  the  option  of  the  Commissioner 
and  under  such  conditions  as  he  may 
prescribe,  be  terminated  in  the  event  of 
a  transfer,  pledge  or  assignment  of  an 
Insured  mortgage  or  of  a  partial  or  par¬ 
ticipating  Interest  therein,  which  does 
not  meet  the  requirements  contained  in 
this  section. 

Extension  op  Time 

§  207.261a  Anions  to  be  taken  by  mort¬ 
gagee. 

With  respect  to  any  action  required  of 
the  mortgagee  within  a  period  of  time 
prescribed  by  this  subpart,  the  Commis¬ 
sioner  may  extend  such  period. 

Rights  in  Housing  Fund 
§  207.262  No  vested  right  in  fund. 

Neither  the  mortgagee  nor  the  mort¬ 
gagor  shall  have  any  vested  or  other 
right  in  the  General  Insurance  Fund. 

Amendments 

§  207.499  Effect  of  amendments. 

The  regulations  in  this  subpart  may  be 
amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole  or 
in  part,  but  such  amendment  shall  not 
adversely  affect  the  interests  of  a  mort¬ 
gagee  or  lender  under  the  contract  of 
insurance  on  any  mortgage  or  loan  al¬ 
ready  insured  and  shall  not  adversely 
affect  the  interests  of  a  mortgagee  or 
lender  on  any  mortgage  or  loan  to  be 
insured  on  which  the  Commissioner  has 
made  a  commitment  to  insiu'e. 


PART  209— INDIVIDUAL  HOMES; 

WAR  HOUSING  MORTGAGE  IN¬ 
SURANCE  [SEC.  6031 

Subpart  A — [Raservedl 

Subpart  B— -Contract  Rights  and 
Obligations 

Sec. 

209.251  Incorporation  by  reference. 

209.255  Due  date  of  Initial  MIP. 

209.260  Adjustment  of  Initial  MIP. 

209.265  Amount  of  annual  MIP. 

209.270  Pro  rata  adjustment  of  MIP  upon 
prepayment. 

209.275  Payment  of  delinquent  Interest. 
209.280.  Special  forbearance  relief — owner¬ 
ship  of  ten  unit  project. 

209.285  Insurance  benefits— conveyed  prop¬ 
erties — foreclosure  costs. 

209.290  Debenture  Interest  rate. 

209.295  Maturity  of  debentures. 

209.300  AppllcabUlty  to  outstanding  mort¬ 
gagee  and  commitments. 

Authoritt:  The  provisions  of  this  Port 
209  Issued  under  sec.  607,  55  Stat.  61;  12 
U.S.O.  1742;  interpret  or  apply  see.  603,  55 
Stat.  56  as  amended;  13  UJS.C.  1738. 

Subpart  A — [Reserved! 

Subpart  B — Contract  Rights  and 
Obligations 

§  209.2.>l  Inrorporation  by  referener. 

(a)  All  of  the  provisions  of  Subpart  B, 
Part  203  of  this  chapter  covering  mort¬ 
gages  insured  under  section  203  of  the 
National  Housing  Act  apply  to  mortgages 
covering  Individual  homes  in  connection 
with  war  housing  insurance  under  sec¬ 
tion  603  of  the  National  Housing  Act, 
except: 

203.266  Due  date  of  Initial  MIP. 

208.268  Adjustment  of  Initial  MIP. 

203.269  Pro  rata  payment  of  initial  MIP. 

303.275  Amount  of  annual  MIP. 

203.276  Due  date  of  annual  MIP. 

203J278  Pro  rata  payment  of  annual  MIP. 
203.403  Items  Included  in  payment— con¬ 
veyed  properties. 

203.405  Debenture  Interest  rate. 

303.406  Maturity  of  debentures. 

303.420  Nature  of  Mutual  Mortgage  Insur¬ 

ance  Fund. 

203.421  Allocation  of  Mutual  Mortgage  In¬ 

surance  Fund  Income  or  loss. 

203.422  Right  and  liability  imder  Mutual 

Mortgage  Insurance  Fund. 

203.423  Distribution  of  distributive  shares. 

303.424  Maximum  amount  of  distributive 

shares. 

203.425  Finality  of  determination. 

203.498  Applicability  to  outstanding  mort' 

gages  and  commitments. 

208.499  Effective  date. 

(b)  For  the  purposes  of  this  subpart, 
all  references  in  Part  203  of  this  chapter 
to  section  203  of  the  act  shall  be  con¬ 
strued  to  refer  to  section  603  of  the  act, 
and  all  references  to  the  Mutual  Mort¬ 
gage  Insurance  Fund  shall  be  construed 
to  refer  to  the  General  Insurance  Fund, 

§  209.253  Due  ilalc  of  initial  Mil*. 

The  initial  MIP  shall  be  paid  on  the 
date  on  which  the  insurance  becomes 
effective  by  endorsement. 

§  209.260  AdjustnirnI  of  initial  Mil*. 

Regardless  of  whether  the  period 
covered  by  the  MEP  is  more  or  less  than 
1  year,  a  payment  shall  be  made  to  the 
Commissioner  on  accoimt  of  the  initial 
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MIP  which  payment  shall  be  In  an 
amount  equal  to  one-half  percent  of 
the  average  outstanding  principal  ob¬ 
ligation  for  the  first  year  of  amortiza¬ 
tion  imder  the  mortgage.  If  such  pay¬ 
ment  Is  less  than  the  minimum  premium 
or  more  than  the  mayimiim  premium 
prescribed  by  the  act,  the  initial  MIP 
shall  be  In  such  minimum  amoimt  and 
the  amount  of  the  second  premium  shall 
be  adjusted  accordingly.  If  such  pay¬ 
ment  Is  within  the  limitations  prescribed 
by  the  act,  no  adjustment  shall  be  made 
and  the  amount  of  the  payment  shall 
be  retained  by  the  Commissioner  as  the 
Initial  MIP. 

§  209.265  Amount  of  annual  MIP. 

After  payment  of  the  Initial  MIP  and 
until  the  mortgage  Is  pcdd  In  full  or 
until  an  application  for  Insurance  bene¬ 
fits  Is  received  by  the  Commissioner  or 
txntil  the  contract  Is  otherwise  ter¬ 
minated  with  the  consent  of  the  Com¬ 
missioner,  the  mortgagee  shall  ctmtlnue 
to  pay  annual  mtp  to  the  Commissioner. 
Annual  MIP  ahaJi  be  paid  on  the  an¬ 
niversary  date  of  the  beginning  of 
amortization.  It  shall  be  i>ald  In  an 
amount  equal  to  one-half  percent  of  the 
average  outstanding  principal  obligation 
for  the  12-month  p^od  following  the 
date  on  which  the  premium  becomes 
payable. 

§  209.270  Pro  rata  adjustment  of  MIP 
upon  prepayment. 

Upon  prepaiunent  of  the  mortgage. 
In  full  prior  to  maturity,  the  Commls- 
slcmer  shall  reftmd  to  the  mortgagee 
for  the  account  of  the  mortgagor  an 
amount  equal  to  the  pro  rata  portion  of 
the  current  MIP  theretofore  paid  which 
Ls  applicable  to  the  portion  of  the  year 
sub^uent  to  such  pajrment,  computed 
from  the  first  day  of  the  month  follow¬ 
ing  the  month  In  which  such  prepay¬ 
ment  occurs.  No  such  refund  shall  be 
made  in  any  case  where  the  prepay¬ 
ment  occurs  In  the  twelfth  month  of 
the  premliun  year. 

§  209.275  Payment  of  delinquent  inter¬ 
est. 

The  mortgagee  may.  with  the  written 
consent  of  the  Commissioner,  apply 
partial  payments  to  delinquent  interest 
to  the  exclusion  of  prior  delinquent 
principal  pasmients  at  a  rate  not  In  ex¬ 
cess  of  the  Interest  rate  applicable  to 
debentures  to  which  the  mor^agee  may 
be  entitled.  Where  the  partial  pay¬ 
ments  are  so  applied,  the  date  of  de¬ 
fault  shall  be  30  days  after  the  due 
date  of  the  earliest  monthly  peiyment 
any  part  of  which  remains  unpaid. 

§  209.280  Special  forbearance  relief — 
ownership  of  ten  unit  project. 

The  Commissioner  may  consent  to  the 
mortgagee  entering  Into  a  written  agree¬ 
ment  with  the  mortgagor  providing  for 
a  postponement  for  a  period  not  to  ex¬ 
ceed  1  year  of  that  part  of  the  monthly 
payment  which  represents  amortization 
of  principal  where  the  mortgagor  Is  the 
owner  of  a  group  of  properties  consist¬ 
ing  of  a  project  of  not  less  than  10 
rental  units.  Buch  agreement  shall  ob¬ 
ligate  the  mortgagor  to  deposit  with 


the  mortgagee  the  entire  net  Income 
from  all  of  the  properties  comprising 
the  project,  rmder  arrangements  satis¬ 
factory  to  the  Ccurunissloner.  The 
agreement  shall  also  obligate  the  mort¬ 
gagor  to  resume  monthly  payments  after 
the  effective  period  of  the  agreement  In 
such  amoimts  as  will  completely  am¬ 
ortize  the  mortgage  Indebtedness  with¬ 
in  the  original  maturity.  The  agree¬ 
ment  shall  In  no  way  affect  the  amount 
of  the  annual  MTP  which  shall  continue 
to  be  calculated  In  accordance  with  the 
original  amortization  provisions. 

§  209.285  Insurance  benefi  Is— conveyed 
properties — foreclosure  costs. 

All  of  the  provisions  of  S  203.402  of 
this  chapter  shall  govern  the  computa¬ 
tion  of  the  Items  Included  In  Insurance 
ben^ts  for  conveyed  properties,  ex¬ 
cept  that  In  lieu  of  the  allowance  in 
paragraph  (f )  of  8  203.402  of  this  chap¬ 
ter  for  foreclosure  costs  or  for  the  costs 
of  acquiring  the  property  otherwise, 
there  shall  be  Included  on  account  of 
such  costs.  In  those  cases  Involving  mort¬ 
gages  on  which  the  unpaid  principal  ob¬ 
ligation  at  the  time  of  the  Institution  of 
foreclosure  exceeds  80  percent  of  the  ap¬ 
praised  value  of  the  property  as  of  the 
date  the  mortgage  was  accepted  for  in- 
siuance,  and  amoimt  not  in  excess  of  the 
greater  of  the  following: 

(a)  Two  percent  of  the  unpaid  prin¬ 
cipal  of  the  mortgage  as  of  the  date  of 
the  Institution  of  foreclosure  proceed¬ 
ings,  but  not  In  excess  of  $75;  or 

(b)  Two-thirds  of  the  foreclosure 
costs  or  the  costs  of  acquiring  the  prop¬ 
erty  otherwise. 

§  209.290  Debenture  interest  rale. 

Debentiures  shall  bear  Interest  at  the 
rate  of  2^  percent  per  annum  In  the 
case  of  mortgages  endorsed  for  Insurance 
prior  to  July  8,  1953,  and  at  the  rate  of 
2%  percent  per  axmum  In  the  case  of 
mortgages  endorsed  for  Insurance  on  or 
after  July  8.  1953,  and  at  the  rate  of  2^ 
percent  per  annum  If  issued  In  exchange 
for  property  accepted  for  Insurance  pur¬ 
suant  to  commitments  Issued  by  the 
Commissioner  on  or  after  May  29,  1954, 
payable  semiannually  on  the  first  day  of 
January  and  the  first  day  of  July  of  each 
year. 

§  209.295  Maturity  of  debrnliiret<. 

Debentures  shall  mature  as  follows: 

(a)  Where  the  mortgage  was  Insured 
pursuant  to  a  commitment  Issued  on  or 
before  May  25. 1942,  the  debentures  shall 
mature  3  years  after  the  first  day  of  July 
following  the  maturity  date  of  the 
mortgage. 

(b)  Where  the  mortgage  was  Insured 
pursuant  to  a  commitment  Issued  subse¬ 
quent  to  May  25.  1942,  the  debentures 
shall  mature  10  years  after  the  date  of 
Issue. 

§  209. .300  Applirability  to  oiil!«lan<liiig 
mortgages  and  commitments. 

The  regulations  in  this  part  are  effec¬ 
tive  as  to  all  mortgages  on  which  a  com¬ 
mitment  to  insure  under  section  603  of 
the  act  Is  Issued  to  an  approved  mort¬ 
gagee  on  or  after  July  15,  1946.  When 


ever  a  mortgagee  so  desires,  the  provi¬ 
sions  of  this  part  shall  become  a  part 
of  any  contract  of  Insurance  heretofore 
made.  The  regulations  In  this  part  are 
also  effective  as  to  all  mortgages  on 
which  a  commitment  to  Insure  under 
section  603  of  the  act  pursuant  to  the 
provisions  of  section  610  of  such  act  is 
Issued  to  an  approved  mortgagee  on  or 
after  August  19, 1947. 

PART  210— MULTIFAMILY  PROJECTS; 
WAR  HOUSING  MORTGAGE  IN¬ 
SURANCE  [SEC.  6081 

Subpart  A— [RM*rv*d] 

Subparl  B— Contract  Rights  and  Obligations 
Sec. 

210.251  Incorporation  by  reference. 

210.253  Adjusted  premium  and  termination 

charge  rate. 

210.260  Adjusted  premium  and  termination 
charge  not  due. 

210.265  Debenture  Interest  rate  and  term. 
210.275  Applicability  to  outstanding  mort¬ 
gages  and  commitments. 
Authority:  The  provisions  of  this  Part  210 
issued  under  sec.  607, 55  Stat.  61,  as  amended; 
sec.  611,  62  Stat.  1271,  as  amended;  12  UJ3.C. 
1742, 1746. 

Subpart  A — [Reserved! 
Subpart  B — Contract  Rights  and 
Obligations 

§  210.251  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Subpart  B, 
Part  207  of  this  chapter  covering  mort¬ 
gages  Insured  under  section  207  of  the 
National  Housing  Act  apply  to  war  hous¬ 
ing  multifamily  project  mortgages  In¬ 
sured  under  section  608  of  the  National 
Housing  Act  except  the  following  pro¬ 
visions: 

Sec. 

207.253  Adjusted  premium  and  termination 

chargee. 

207^259  Insurance  benefits. 

207.264  Effective  date. 

(b)  For  the  purposes  of  this  part  all 
references  In  Subpart  B.  Part  207  of  this 
chapter  to  section  207  of  the  Act  shall 
be  construed  to  refer  to  section  608  of 
the  Act. 

§  210.253  Ad  juried  premium  and  ter¬ 
mination  charge  rate. 

All  of  the  provisions  of  8  207.253  of 
this  chapter  relating  to  adjusted  premi¬ 
um  and  termination  charges  apply  to 
mortgages  Insured  tmder  this  part,  ex¬ 
cept  that  the  adjusted  premium  charge 
shall  be  at  the  rate  of  1  percent  of  the 
original  face  amount  of  the  mortgage 
regardless  of  when  payment  occurs. 

§  210.260  Adjusted  premium  and  ter¬ 
mination  charge  not  due. 

In  addition  to  the  cases  listed  In 
8  207.253  (c)  and  (d)  of  this  chapter 
wherein  no  adjusted  premium  or  ter¬ 
mination  charge  is  due,  no  such  charge 
shall  be  due  where  the  mortgagor  Is  a 
nonprofit  mortgagor  and  the  mortgage 
Interest  rate  was  below  the  maximum 
permissible  rate  at  the  time  the  loan  was 
endorsed  for  Insurance,  if  the  transac¬ 
tion  Is  approved  by  the  Commissioner. 
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§  210.265  Debenture  interest  rate  and 
term. 

All  of  the  provisions  of  i  207.259  of 
this  chapter  covering  payment  of  insur¬ 
ance  benefits  shall  be  applicable  to  mort¬ 
gages  insured  under  this  part,  except  the 
debentures  shall  have  the  following 
characteristics: 

(a)  They  shall  be  dated  as  of  one 
month  after  the  date  of  default  pre¬ 
scribed  in  S  207.255. 

(b)  They  shall  mature  10  years  from 
the  date  of  issue. 

(c)  They  shall  bear  Interest  at  the 
rates  determined  as  follows : 

(1)  2ti  percent,  if  the  mortgage  was 
endorsed  for  insurance  prior  to  July  8, 
1953. 

(2)  2%  percent,  If  the  mortgage  was 
endorsed  for  Insurance  after  July  7, 1953; 
except  that  the  rate  shall  be  2^2  percent 
If  the  mortgage  was  endorsed  for  Insur¬ 
ance  pursuant  to  a  commitment  issued 
after  May  28, 1954. 

§  210.273  Applii'iiliilily  In  oulstuiicling 
mortgages  and  rommilments. 

The  regulations  in  this  part  shall  be 
effective  as  to  all  mortgages  with  respect 
to  which  a  commitment  to  insure  under 
section  608  of  the  act  is  Issued  on  or 
after  August  15,  1946.  ITie  regulations 
in  this  part  are  also  effective  as  to  all 
mortgages  on  which  a  commitment  to 
Insure  under  section  608  of  the  act,  pur¬ 
suant  to  the  provisions  of  section  610  of 
such  act,  is  issued  on  or  after  August  19. 
1947. 

PART  211— SINGLE  FAMILY  PROJECT 
LOANS;  WAR  HOUSING  MORT¬ 
GAGE  INSURANCE  [SEC.  6111 

Subpart  A— [  Reserved] 

Subpart  B— Contract  Rights  and  Obligations 

Sec. 

211.251  Incorporation  by  reference. 

211.255  Due  date  of  Initial  MIF. 

211.260  Adjustment  of  Initial  MIP. 

211.265  Amount  of  annual  MIP. 

211.270  Pro  rata  adjustment  of  MIP  upon 
prepayment. 

211.275  Insurance  benefits — conveyed  prop¬ 
erties — foreclosure  costs. 

211.280  Debenture  Interest  rate. 

211.285  Maturity  of  debentures. 

211.290  Applicability  to  outstanding  mort¬ 
gages  and  commitments. 

Authoritt:  The  provisions  of  this  Part  211 
Issued  under  sec.  607.  55  Stat.  61,  as  amended: 
see.  611,  62  Stat.  1271,  as  amended;  12  1713.0. 
1742, 1746. 

Subpprt  A — [Reserved] 

Subpart  B — Contract  Rights  and 
Obligations 

§  211.251  Inrorporalion  by  rcfrroiirc. 

(a)  All  of  the  provisiona  of  Subpart  B, 
Part  203  of  this  chapter  covering  mort¬ 
gagee  inaured  imder  section  203  of  the 
National  Housing  Act  apply  to  mortgages 
covering  individual  homes  released  from 
project  mortgages  in  connection  with 
large  acale  rental  and  sales  war  housing 
insurance  under  section  611  of  the  Na¬ 
tional  Housing  Act,  except  the  fol¬ 
lowing: 


203.266  Due  date  of  Initial  MIP. 

208.268  Adjustment  of  Initial  MIP. 

203.269  Pro  rata  payment  of  Initial  MIP. 

203.275  Amount  of  annual  MIP. 

203.276  Due  date  of  annual  MIP. 

203.278  Pro  rata  payment  of  annual  MIP. 
203.402  Items  Included  In  pajTnent — con¬ 
veyed  properties. 

203.405  Debenture  Interest  rate. 

203.406  Maturity  of  debentures. 

203.420  Nature  of  Mutual  Mortgage  Insur¬ 

ance  Fund. 

203.421  Allocation  of  Mutual  Mortgage  In¬ 

surance  Fund  income  or  loss. 

203.422  Right  and  liability  under  Mutual 

Mortgage  Insurance  Fund. 

203.423  Distribution  of  distributive  shares. 

203.424  Maximum  amount  of  distributive 

shares. 

203.425  Finality  of  determination 

203.496  Applicability  to  outstanding  mort¬ 
gages  and  commitments. 

203.499  Effective  date. 

(b)  For  the  purposes  of  this  subpart, 
all  references  in  Part  203  of  this  chapter 
to  section  203  of  the  act  shall  be  con¬ 
strued  to  refer  to  section  611  of  the  act, 
and  all  references  to  the  Mutual  Mort¬ 
gage  Insurance  Fund  shall  be  construed 
to  refer  to  the  General  Insurance  Fund. 

§211.255  Due  date  of  initial  MIP. 

The  initial  MIP  shall  be  paid  on  the 
date  on  which  the  insurance  becomes 
effective  by  endorsement. 

§  211.260  Adjustment  of  initial  MIP. 

Regardless  of  whether  the  period  cov¬ 
ered  by  the  MIP  is  more  or  less  than  1 
year,  a  payment  shall  be  made  to  the 
Commissioner  on  account  of  the  initial 
MEP  which  payment  shall  be  in  an 
amotmt  equal  to  one-half  percent  of  the 
average  outstanding  principal  obliga¬ 
tion  for  the  first  year  of  amortization 
under  the  mortgage.  If  such  payment 
is  less  than  the  minimum  premium  or 
more  thsm  the  maximum  premium  pre¬ 
scribed  by  the  act,  the  initial  MIP  shall 
be  in  such  mlnimtim  amotmt  and  the 
amount  of  the  second  permium  shall  be 
adjusted  accordingly.  If  such  payment 
is  within  the  limitations  prescribed  by 
the  act,  no  adjustment  shall  be  made 
and  the  amount  of  the  payment  shall  be 
retained  by  the  Commissioner  as  the 
initial  MIP. 

§  211.265  Aniouiil  of  annual  MIP. 

After  payment  of  the  initial  MIP 
and  until  the  mortgage  is  paid  in  full 
or  imtll  the  contract  is  otherwise  termi- 
beneflts  is  received  by  the  Commissioner 
or  imtil  an  application  for  insurance 
benefits  is  received  by  the  Commissioner 
or  until  the  contract  is  otherwise  termi¬ 
nated  with  the  consent  of  the  Commis¬ 
sioner,  the  mortgagee  shall  continue  to 
pay  annual  MIP  to  the  Commissioner. 
Annual  MIP  shall  be  paid  on  the  anni¬ 
versary  date  of  the  beginning  of  amorti¬ 
zation.  It  shall  be  paid  in  an  amount 
equal  to  one-half  percent  of  the  average 
outstanding  principal  obligation  for  the 
12-month  period  following  the  date  on 
which  the  premiiun  becomes  payable. 

§  211.270  Pro  rata  adjusUnent  of  MIP 
upon  prepayment. 

Upon  prepasrment  of  the  mortgage  in 
full  prior  to  maturity,  the  Commissioner 


shall  refund  to  the  mortgagee  for  the 
account  of  the  mortgagor  an  amoimt 
equal  to  the  pro  rata  portion  of  the  cur¬ 
rent  MIP  therefor  paid  which  is  appli¬ 
cable  to  the  portion  of  the  year  subse¬ 
quent  to  such  payment,  computed  from 
^e  first  day  of  the  month  following  the 
month  in  which  such  prepasrment  occurs. 
No  such  refund  shall  be  made  in  any  case 
where  the  prepayment  occurs  in  the 
twelfth  month  of  the  premium  year. 

§  211.275  Insurance  lienofils— <’«n\ry»‘<l 
properties — foreclosure  costs. 

All  the  provisions  of  §  203.402  of  this 
chapter  shall  govern  the  computation  of 
the  items  included  in  insurance  benefits 
for  conveyed  properties,  except  that  in 
lieu  of  the  allowance  in  paragraph  (f) 
of  §  203.402  of  this  chapter  for  foreclo¬ 
sure  costs  or  for  the  costs  of  acquiring  the 
property  ctherwise,  there  shall  be  in¬ 
cluded  on  account  of  such  costs,  in  those 
cases  involving  mortgages  on  which  the 
unpaid  principal  obligation  at  the  time 
of  the  institution  of  foreclosure  exceeds 
80  percent  of  the  appraised  value  of  the 
property  as  of  the  date  the  mortgage 
was  accepted  for  Insurance,  an  amount 
not  in  excess  of  the  greater  of  the 
following: 

(a)  Two  percent  of  the  unpaid  princi¬ 
pal  of  the  mortgage  as  of  the  date  of  the 
institution  of  foreclosure  proceedings, 
but  not  in  excess  of  $75;  or 

(b)  Two-thirds  of  the  foreclosure 
costs  or  the  costs  of  acquiring  the  prop¬ 
erty  otherwise. 

§211.280  DelM'iilure  illlere^t  rate. 

Debentures  shall  bear  Interest  at  the 
rate  of  2%  percent  per  annum  in  the 
case  of  mortgages  endorsed  for  Insurance 
prior  to  July  8,  1953,  and  at  the  rate  of 
2%  percent  per  annum  in  the  case  of 
mortgages  endorsed  for  Insurance  on  or 
after  July  8,  1953,  and  at  the  rate  of  2>/2 
percent  per  annum  if  Issued  in  exchange 
for  property  accepted  for  Insurance  pur¬ 
suant  to  commitments  Issued  by  the 
Commissioner  on  or  after  May  29,  1954, 
payable  semiannually  on  the  first  day  of 
January  and  the  first  day  of  July  of 
each  year. 

§  211.285  Maturity  of  doLonlure.s. 

Debentmes  shall  mature  10  years  from 
the  date  of  issue. 

§211.290  Applirahility  to  oiitol.'iiniiii- 
mortgages  and  rommilments. 

The  regulations  in  this  part  shall  be 
effective  as  to  all  mortgages  with  respect 
to  which  a  commitment  to  insure  under 
section  611  of  the  act  is  Issued  on  or  after 
the  date  of  this  part. 

PART  213— COOPERATIVE  HOUSING 
MORTGAGE  INSURANCE 

Subpart  A— Eligibility  Rsquirsmsnts— Projects 
Definitionb 

Sec. 

213.1  Definitions. 

Application  and  Commitment 

213.3  Filing  of  application  and  Issuance 

of  commitment. 

213.8  Fees  required  by  Commissioner. 

213.4  Maximum  fees  and:  charges  by 

mortgagee. 


FEDERAL  REGISTER,  VOL.  36,  NO.  246— WEDNESDAY,  DECEMBER  22,  1971 
No.  246— Pt.  n— ^See.  1 - ^20 


24554 


RULES  AND  REGULATIONS 


Sec. 

2 13 .5  Commissioner’s  estimate  of  replace* 

ment  cost  and  appraised  value. 
Eligible  Mortgages  and  Loans 

213.6  Mortgage  and  loan  requirements. 

213.7  Maximum  Insurable  amounts. 

213.8  Amortization  period. 

213.9  Payment  requirements. 

213.10  Maximum  Interest  rate. 

213.11  Mortgage  to  cover  tbe  entire  prop¬ 

erty. 

213.12  Covenant  against  liens. 

213.13  Covenant  for  fire  Insurance. 

213.14  Accumulation  of  accruals. 

213.16  Application  of  payments. 

213.16  Mortgagor’s  certificate  or  nondis¬ 

crimination  and  mortgage  cove¬ 
nant  regarding  use  of  property. 

213.17  Mortgage  release  provisions. 

213.18  Prepayment  privilege;  prepayment 

and  late  charges. 

213.19  Issuance  of  bonds  secured  by  trust 

Indenture. 

ELIGIBLZ  MOBTOAOOaS 

213.20  Eligibility  of  mortgagors. 
SupzatvisioN  or  Mortoaooss 

213.21  Liens. 

213.22  Obligations  of  mortgagor. 

218.23  Regulation  and  restriction  of  mort¬ 

gagors. 

213.24  Issuance  of  stock. 

213.26  Patronage  refunds. 

213.26  Working  capital. 

213.27  Assurances  of  completion. 

213.28  Labor  standards  and  prevailing 

wage  requirements. 

213.29  Rents  and  charges. 

213.80  Methods  of  operation. 

213.31  Exceptions  and  special  provisions. 

213.32  Certificate  of  mortgagor  regarding 

use  of  property  for  transient  or 
hotel  purposes. 

Adjustment  or  Mortgage  Amount 

213.33  Certification  of  cost  requirements. 

213.34  Form  of  contract. 

213.36  Certificates  of  actual  cost. 

213.36  Adjustment  resulting  from  cost 

certification. 

213.37  Rehabilitation  projects. 

213.38  Requisites  of  agreement  and  cer¬ 

tification. 

Eligible  Mortgagees  and  Lenders 

213.39  Qualifications. 

Property  Requirements 

213.40  Eligibility  of  property. 

213.42  Minimum  number  of  units. 

TItlr 

213.43  Eligibility  of  tlUe: 

213.44  Title  evidence. 

Other  Eligible  Mortgages 

213.45  Eligibility  of  miscellaneous  type 

mortgages. 

213.45a  Eligibility  of  mortgages  covering 
bousing  in  certain  neighbor¬ 
hoods. 

Extension  of  ’Time  and  Protection  of  Work 
IN  Process 

213.46  Actions  by  Commissioner. 

213.249  Effect  of  amendments. 

Subpart  B — Contract  Rights  and  Obligations— 
Prejocts 

213.251  Incorporation  by  reference. 

213.252  Definitions. 

213.253  Premium  upon  initial  endorsement. 

213.254  Premiums  where  first  principal 

payment  more  than  one  yetir 
after  Initial  endorsement. 


Sec. 

213.255  Premiums  where  first  principal 

payment  one  year  or  lees  after 
initial  endorsement. 

213.256  Premiums;  Insurance  upon  comple¬ 

tion. 

213.267  Premiums;  purchasing  coopera¬ 

tives;  Existing  Construction; 
supplementary  loans  to  purchase 
existing  community  facility. 

213.268  Subsequent  annual  premiums. 

213.259  Computation  of  subsequent  an¬ 

nual  premiums. 

813.260  Allowable  methods  of  premium 

pajrment. 

213.261  Termination  of  mortgage  Insur¬ 

ance — prepayment  In  full  and 
voluntary  termination — ^Investor 
project. 

213.262  Termination  of  mortgage  Insur¬ 

ance — prepayment  In  full — man¬ 
agement,  purchasing  coopera¬ 
tive,  sales  and  existing  construc¬ 
tion  project  mortgages. 

231.263  Termination  of  mortgage  Insur¬ 

ance — voluntary  termination — 
management,  purchasing  co¬ 
operative,  sales  and  existing 
construction  project  mortgages. 

213.264  Termination  of  Insurance — prepay¬ 

ment  In  full  and  voluntary  ter¬ 
mination — supplementary  loans. 

213.266  Refunds  upon  prepayment  In  full 
or  voluntary  termination. 

213.266  Initial  Insurance  endorsement. 
213.269a  Insurance  fund  obligations. 

213.267  Effect  of  Insurance  endorsement. 

213.268  Final  Insurance  endorsement. 

213.269  Endorsement  of  supplementary 

loans. 

213.270  Supplementary  loans;  election  of 

action;  clal^;  debentures. 

Cooperative  Management  Hotisino  Insur¬ 
ance  AND  Distributive  Shares 

213.275  Nature  of  the  Cooperative  Man¬ 

agement  Housing  Insurance 
Fund. 

213.276  Allocation  of  Cooperative  Man¬ 

agement  Housing  Insurance 
Fund  Income  or  losses. 

213.277  Right  and  UablUty  xmder  the  Co¬ 

operative  Management  Housing 
Insurance  Fund. 

213.278  Distribution  of  distributive  share. 

213.279  Maximum  amount  of  distributive 

share. 

213.280  Finality  of  determination. 

Subparl  C— Eligibility  Rsquirement*— Individual 
Properties  Released  From  Project  Mortgage 

DEriNrriONS 
213.501  Definitions. 

Approval  or  Mortgagees 
313A02  Qualification  of  lenders. 

Application  and  Commitment 

213.603  Submission  of  application. 

213.504  Form  of  application. 

213.505  Approval  and  commitment. 

213.506  Builder’s  warranty. 

213.506a  Certificate  of  nondiscrimination  by 

seller. 

Eligible  Mortgages 

213.507  Form,  lien. 

218.608  Releases  from  project  mortgage. 

213.509  Maximum  amount  of  mortgage  and 

mortgagor’s  minimum  Invest¬ 
ment. 

213.610  Mortgage  maturity. 

213.611  Maximum  Interest  rate. 

213.612  Amortization  provisions. 

213.613  Payment  of  Insurance  premiums  or 

charges;  prepayment  premiums. 


Sec. 

213.614  Payments  to  Include  other  charges. 

213.616  Payments,  bow  applied. 

213A10  Late  charge. 

213.617  Payments  upon  execution  of  mort¬ 

gage. 

213.518  Maximum  charges,  fees  or  dis¬ 
counts. 

Eligible  Mortgagors 

213.520  Mortgage  lien. 

218.521  Relationship  of  Income  to  mort¬ 

gage  payments. 

213.622  Credit  standing. 

213.623  Certificate  of  nondiscrimination  by 

mortgagor. 

.213.524  Limitation  on  eligibility, 

Eligibie  Properties 

213.525  Nature  of  title  to  realty. 

213.626  Dwelling  unit  located  on  property. 

Open-End  Advances 

213.630  Eligibility  of  open-end  advances. 
213A60  Eligibility  of  mortgages  covering 
hoiulng  In  certain  neighbor¬ 
hoods. 

213.749  Effect  of  amendments. 

Subpart  D — CeniracI  Rights  and  Obligations— 
Individual  Properties  Released  From  Project 
Mortgage 

213.751  Incorporation  by  reference. 

Authority:  ’The  provisions  of  this  Part  218 
Issued  under  sec.  211,  52  Stat.  23,  as  amended, 
sec.  213,  64  Stat.  64,  as  amended;  12  U.S.C. 
1716b,  1716e. 

Subpart  A — Eligibility  Require¬ 
ments — Projects 
Definitions 
§  213.1  Definitions. 

As  used  In  this  subpart,  the  following 
terms  will  have  the  meaning  Indicated. 

(a)  “Commissioner”  means  the  Fed¬ 
eral  Housing  Commissioner  or  his  au- 
'thorlzed  representatives. 

(b)  “Act”  means  the  National  Housing 
Act,  as  amended. 

(c)  “Private  Mortgagor”  means  a  pri¬ 
vate  corporation  or  trust,  formed  or  cre¬ 
ated  with  the  approval  of  the  Commis¬ 
sioner,  or,  in  the  case  of  an  Investor 
Project,  any  mortgagor  approved  by  the 
Commissioner,  which  is  regulated  or  re¬ 
stricted  by  the  Commissioner  as  to  rents, 
sales,  charges,  capital  structure,  rate  of 
return,  and  methods  of  operation. 

(d)  “Public  Mortgagor”  means  a 
corporation  or  trust  approved  by  the 
Commissioner  which  Is  also  a  Federal 
or  State  instrumentality,  a  municipal 
corporate  instrumentality  of  one  or  more 
States,  or  a  limited  dividend  or  redevel¬ 
opment  or  housing  corporation  formed 
imder  and  restricted  by  Federal  or  State 
laws  or  regulations  of  a  State  banking 
or  insurance  department  as  to  rents 
charges,  capital  structure,  rate  of  return, 
or  methods  of  operation. 

(e)  “Purchasing  Cooperative”  means 
the  mortgagor  of  a  Management  Project 
which  has  purchased  the  project  from 
the  mortgagor  of  an  Investor  Project. 

(f)  “Management  Project”  means  a 
project  owned  by  a  mortgagor  nonprofit 
cooperative  ownership  housing  corpora¬ 
tion  or  trust  which  restricts  permanent 
occupancy  of  the  project  to  the  members 
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of  the  corporation  or  to  the  beneficiaries 
of  the  trust. 

(g)  “Sales  Project”  means  a  project 
owned  by  a  mortgagor  nonprofit  housing 
corporation  or  trust  which  is  organized 
for  the  purpose  of  construction  of  homes 
for  members  of  the  corporation  or  for 
beneficiaries  of  the  trust. 

(h)  “Investor  Project”  means  a  proj¬ 
ect  owned  by  a  mortgagor  which  intends 
to  sell  the  project  to  the  mortgagor  of  a 
Management  Project. 

(i)  “ExlstirH  Construrtlon”  means  a 
project  or  projects  constructed  prior  to 
the  filing  of  an  application  for  mortgage 
insurance  under  section  213(1)  of  the 
Act  w'hich  is  to  be  owned  and  operated 
by  a  Consumer  Cooperative  as  a  Man¬ 
agement  Project. 

(j)  “Consumer  Cooperative”  means: 

(1)  A  nonprofit  cooperative  owner¬ 
ship  housing  corporation  or  trust  which 
is  the  owner  of  an  Existing  Construction 
subject  to  an  outstanding  indebtedness 
and  is  approved  by  the  Commissioner  for 
refinancing  the  indebtedness  with  in¬ 
sured  mortgage:  or 

(2)  A  nonprofit  coopeiutive  owner- 
shio  housing  corporation  or  trust  or¬ 
ganized  for  the  purpose  of  purchasing 
an  Existing  Construction,  the  members 
and  organizers  of  which  do  not  have  an 
identity  of  interest  with  the  seller  of  the 
Existing  Construction  except  where  the 
Commissioner  has  approved  such  in¬ 
terest  as  being  con.sistent  with  the  ob¬ 
jectives  of  the  cooperative. 

(3)  A  nonprofit  cooperative  housing 
corporation  or  trust  initiated  and  organ¬ 
ized  by  bona  fide  members  or  stockhold¬ 
ers  who  are  the  ultimate  consumers,  or 
by  a  consumer  group  or  sponsor,  the 
members  and  organizers  of  which  do  not 
have  an  identity  of  interest  with  the 
builder  or  landowner  and  which  con¬ 
ducts  all  transactions  between  it  and  the 
builder  and  the  landowner  on  an  arms- 
length  basis. 

(k)  “Approved  percentage”  means  90 
percent  in  the  case  of  in  Investor  Proj¬ 
ect,  and  97  percent  in  the  case  of  a 
Management.  Pales  or  Existing  Con¬ 
struction  Project. 

(l)  “Borrower”  means  the  mortgagor 
of  a  management  project  which  receives 
and  becomes  primarily  obligated  for  the 
payment  of  a  supplementary  loan,  and 
such  project  shall  be  one  of  the  following 
types: 

(1)  A  project  covered  by  a  mortgage 
Insured  under  section  213  of  the  Act. 

(2)  A  project  purchased  from  the  fed¬ 
eral  government  which  is  covered  by  an 
uninsured  mortgage  representing  a  part 
of  the  purchase  price. 

(m)  “Supplementary  Loan”  means  an 
advance  of  funds  or  credit  evidenced 

a  note  pursuant  to  Section  213 (j)  of  the 
Act. 

(n)  “Lender”  means  a  financial  insti¬ 
tution  meeting  the  requirements  of 
SS  203.51  throiigh  203.54  of  this  chapter. 

Application  and  Cos^itment 

§  213.2  Filing  of  application  and  isan- 
anre  of  commitment. 

(a)  Application.  An  applicatlMi  for 
the  Issusince  of  either  a  conditional  or 


firm  commitment  for  insurance  of  a 
mortgage  on  a  project  shall  be  submitted 
by  an  approved  mortgagee  and  by  the 
sponsors  of  such  project  tlirough  the 
local  FHA  office  on  an  approved  FHA 
form.  No  application  shall  be  considered 
unless  accompanied  by  the  exhibits 
called  for  by  the  form. 

(b)  Conditional  commitment.  The  is¬ 
suance  of  a  conditional  commitment 
Indicates  completion  of  the  Commis¬ 
sioner's  preliminary  analysis  of  the  proj¬ 
ect  and  constitutes  an  agreement  by  the 
Commissioner,  subject  to  specified  terms 
and  cuudilions,  to  accept  an  application 
for  a  firm  commitment. 

(c)  Firm  commitment.  Tire  issuance 
of  a  firm  commitment  indicates  tlie 
Commissioner’s  approval  of  the  applica¬ 
tion  for  insurance  and  sets  forth  the 
terms  and  conditions  upon  which  the 
mortgage  will  be  insured.  The  firm  com¬ 
mitment  may  provide  for  the  insurance 
of  advances  of  mortgage  money  made 
during  construction  or  may  provide  for 
the  insurance  of  the  mortgage  after 
completion  of  the  improvements. 

(d)  Tenn  of  commiiinent.  (1)  A  con¬ 
ditional  commitment  shall  be  effective 
for  whatever  term  is  specified  in  the  text 
of  the  commitment. 

(2)  A  firm  commitment  to  insure  ad¬ 
vances  shall  be  effective  for  a  period  of 
not  more  than  180  days  from  the  date 
of  issuance. 

(3)  A  firm  commitment  to  insure 
upon  completion  shall  be  effective  for  a 
designated  term  within  which  the  mort¬ 
gagor  Is  required  to  begin  construction, 
and  if  construction  is  begtm  as  required, 
the  commitment  shall  be  effective  for 
such  additional  period,  estimated  by  the 
Commissioner,  as  will  allow  for  comple¬ 
tion  of  construction. 

(4)  The  term  of  either  a  conditional 
or  firm  commitment  may  be  extended  in 
such  manner  as  the  Commissioner  may 
prescribe. 

§  213.3  Fees  required  by  Coiiiniissioncr. 

(a)  Application  for  conditional  corn- 
mitment.  An  application  fee  of  $1.50  per 
thousand  dollars  of  the  amount  of  the 
mortgage  applied  for  shall  accompany 
the  application  for  a  conditional  com¬ 
mitment 

(b)  Application  for  firm  commitment. 
An  application  for  a  firm  commitment 
shall  be  accompanied  by  the  payment  of 
an  application  fee  of  $1.50  per  thousand 
dollars  of  the  amount  of  the  mortgage 
applied  for,  if  such  fee  has  not  been 
previously  submitted.  A  commitment  fee, 
in  an  amount,  which  when  added  to  the 
application  fee,  will  aggregate  $3  per 
thousand  dollars  of  the  mortgage  applied 
for,  shall  also  be  submitted  with  the  ap¬ 
plication  for  a  firm  commitment.  The 
payment  of  a  commitment  fee  shall  not 
be  required  in  connection  with  an  in¬ 
sured  mortgage  involving  the  sale  by  the 
government  of  housing  or  property  ac¬ 
quired,  held  or  constructed  pursuant  to 
the  Atomic  Energy  Commimity  Act  of 
1955,  as  provided  in  9  213.45(b)(4). 

(c)  Fees  on  increases — (1)  Increase 
in  firm  commitment  prior  to  endorse¬ 
ment.  An  application,  filed  prior  to 


initial  endorsement  (or  prior  to  endorse¬ 
ment  in  a  case  involving  insurance  upon 
completion),  for  an  increase  in  the 
amount  of  an  outstanding  firm  commit¬ 
ment  shall  be  accompanied  by  a 
combined  additional  application  and 
commitment  fee.  This  combined  addi¬ 
tional  fee  shall  be  in  an  amount  which 
will  aggregate  $3  per  thousand  dollars 
of  the  amount  of  the  requested  increase. 
If  an  inspection  fee  was  required  in  tlie 
original  commitment,  an  additional  in¬ 
spection  fee  shall  be  paid  in  an  amount 
computed  at  the  same  dollar  rate  per 
thousand  dollars  of  the  amount  of  in¬ 
crease  in  commitment  as  was  used  for 
the  inspection  fee  required  in  the  origi¬ 
nal  commitment.  When  insurance  of 
advances  is  involved,  tlie  additional  in¬ 
spection  fee  shall  be  paid  at  the  time 
of  initial  endorsement.  When  insurance 
upon  completion  is  involved,  the  addi¬ 
tional  inspection  fee  shall  be  paid  prior 
to  the  date  construction  is  begun  or  if 
construction  has  begun,  it  shall  be  paid 
with  tlie  application  for  increase. 

(2)  Increase  in  mortgage  between  ini¬ 
tial  and  final  endorsement.  Upon  an 
application,  filed  between  initial  and 
final  endorsement,  for  an  increase  in 
tlie  amount  of  the  mortgage,  either  by 
endorsement  or  by  substitution  of  a  new 
mortgage,  a  combined  additional  appli¬ 
cation  and  commitment  fee  shall  accom¬ 
pany  the  application.  Tliis  combined 
additional  fee  shall  be  in  an  amount 
which  will  aggregate  $3  per  thousand 
dollars  of  the  amoimt  of  the  increase 
requested.  If  an  Inspection  fee  was  re¬ 
quired  in  the  original  commitment,  an 
additional  Inspection  fee  shall  accom¬ 
pany  the  application  in  an  amount  not 
to  exceed  $5  per  thousand  dollars  of 
the  amoimt  of  the  increase  requested. 

(3)  Loan  to  cover  operating  losses.  In 
connection  with  a  loan  to  cover  operating 
losses  occurring  during  the  first  2  years 
following  completion  of  the  project,  a 
‘combined  application  and  commitment 
fee  of  $3  per  thousand  dollars  of  the 
amount  of  the  loan  applied  for  shall  be 
submitted  with  the  application  for  the 
commitment  No  inspection  fee  shall  be 
required. 

(d)  Reopening  of  expired  commit¬ 
ments.  An  expired  conditional  or  firm 
commitment  may  be  reopened  if  a  re¬ 
quest  for  reopening  is  received  by  the 
Commissioner  witWn  90  days  of  the 
expiration  of  the  commitment.  The  re¬ 
opening  request  shall  be  accompanied 
by  a  fee  of  50  cents  per  thousand  dollars 
of  the  amount  of  the  expired  commit¬ 
ment.  If  the  reopening  request  is  not 
received  by  the  Commissioner  within 
the  required  90-day  period,  a  new  appli¬ 
cation,  accompanied  by  the  required  ap¬ 
plication  and  commitment  fee,  must  be 
submitted. 

(e)  Inspection  fee.  The  firm  commit¬ 
ment  may  provide  for  the  payment  of 
an  Inspection  fee  in  an  amount  not  to 
exceed  $5  per  thousand  dollars  of  the 
commitment.  If  an  inspection  fee  Is  re¬ 
quired,  It  shall  be  paid  as  follows: 

(1)  If  the  case  Involves  the  insurance 
of  advances,  it  shall  be  paid  at  the  time 
of  Initial  endorsement. 
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(2)  If  the  case  involves  insurance  upon 
completion,  it  shall  be  paid  prior  tp  the 
date  construction  is  begim. 

(f)  Transfer  fee.  Upon  application 
for  approval  of  a  case  Involving  the 
transfer  of  physical  assets  or  Involving 
the  substitution  of  mortgagors,  a  trans¬ 
fer  fee  of  50  cents  per  thousand  dollars 
shall  be  paid  on  the  original  face  amount 
of  the  mortgage. 

(g)  Refund  of  fees.  If  the  amoimt  of 
the  commitment  Issued  or  increase  in 
mortgage  granted  is  less  than  the 
amount  applied  for,  the  Commissioner 
shall  refimd  the  excess  amount  of  the 
application  and  commitment  fees  sub¬ 
mitted  by  the  applicant.  If  an  applica¬ 
tion  is  rejected  before  it  is  assigned  for 
processing,  or  in  such  other  instances 
as  the  Commissioner  may  determine,  the 
entire  application  and  commitment  fees 
or  any  portion  thereof  may  be  returned 
to  the  applicant.  Commitment,  inspec¬ 
tion,  and  reopening  fees  may  be  re¬ 
funded,  in  whole  or  in  part,  if  it  is 
determined  by  the  Commissioner  that 
there  is  a  lack  of  need  for  the  housing  or 
that  the  construction  or  financing  of  the 
project  has  been  prevented  because  of 
condemnation  proceedings  or  other  legal 
action  taken  by  a  governmental  body  or 
public  agency,  or  in  such  other  Instances 
as  the  Commissioner  may  determine.  A 
transfer  fee  may  be  refxmded  only  in 
such  instances  as  the  Commissioner  may 
determine. 

§  213.4  Maximum  fees  and  charges  by 
mortgagee. 

The  mortgagee  may  collect  from  the 
mortgagor  the  amoimt  of  ttie  fees  pro¬ 
vided  for  in  this  subpart.  The  mortgagee 
may  also  collect  from  the  mortgagor  an 
initial  service  charge  in  an  amount  not 
to  exceed  2  percent  of  the  original  prln- 
clF>al  amoimt  of  the  mortgage,  to  reim¬ 
burse  the  mortgagee  for  the  cost  of  clos¬ 
ing  the  transaction.  Any  additional 
charges  or  fees  collected  from  the  mort¬ 
gagor  shall  be  subject  to  prior  approval 
of  the  Commissioner. 

§  213.5  Cknnmissioner’s  estimate  of  re¬ 
placement  cost  and  appraised  value. 

As  a  condition  precedent  to  insurance 
of  a  mortgage  on  a  Sales  Project  or  an 
Existing  Construction  Project,  evidence 
must  be  produced  showing  that,  prior  to 
any  sale  of  the  dwellings  in  the  project 
and  stock  of  the  mortgagor  corporation, 
a  written  statement  acceptable  to  the 
Commissioner  setting  forth  the  amount 
of  the  Commissioner’s  estimate  of  the 
replacement  cost  (appraised  value  in  the 
case  of  a  mortgage  on  an  Existing  Con¬ 
struction  Project)  of  the  property  has 
been  delivered  by  the  seller,  builder, 
sponsor,  or  such  other  person  as  may  be 
required  by  the  Commissioner,  to  the 
purchasers  of  the  dwellings,  and  sub¬ 
scribers  for  such  stock. 

Eligible  Mortgages  and  Loans 
§  213.6  Mortgage  and  loan  requirements. 

(a)  Mortgage  form.  The  mortgage 
shall  be: 

(1)  Executed  on  a  form  approved  by 
the  Commissioner  for  use  in  the  jurisdic¬ 


tion  in  which  the  property  covered  by 
the  mortgage  is  situated,  which  form 
shall  not  be  changed  without  the  prior 
written  approval  of  the  Commissioner. 

(2)  Executed  by  a  mortgagor  with  the 
qualifications  as  provided  in  this  subpart. 

(3)  A  first  lien  on  property  that  con¬ 
forms  with  the  property  standards  pre¬ 
scribed  by  the  Commissioner. 

(b)  Disbursement  of  the  mortgage. 
The  mortgagee  shall  be  obligated,  as  a 
part  of  the  mortgage  transaction,  to  dis¬ 
burse  the  principal  amount  of  the  mort¬ 
gage,  to,  or  for  the  account  of  the  mort¬ 
gagor  or  to  his  creditors  for  his  account 
and  with  his  consent. 

(c)  Management  of  property.  The 
mortgage  shall  provide  that  the  mort¬ 
gagor  will  not  arrange  for  management 
of  the  property  except  in  a  manner  and 
under  an  agreement  approved  by  the 
mortgagee  and  the  Commissioner  in 
writing. 

(d)  Operating  loss  loans  and  supple¬ 
mentary  loans.  The  lender  shall  obtain 
and  present  for  insurance  a  note  in  a 
form  acceptable  to  the  Commissioner 
which  is  valid  and  enforceable  against 
the  borrower.  In  addition  to  the  custo¬ 
mary  provisions  the  note  shall  contain 
the  following: 

(1)  An  acceleration  clause,  which  at 
the  option  of  the  holder,  operates  to 
make  the  entire  amount  of  the  note  due 
and  payable  in  the  event  any  installment 
of  interest  and  principal  is  not  paid 
within  30  days  after  it  becomes  due. 

(2)  On  the  reverse  side,  an  endorse¬ 
ment  panel  in  the  form  set  forth  in 
!§  213.266  and  213.268. 

§  213.7  Maximum  insurable  amounts. 

(a)  Management  Project.  The  mort¬ 
gage  covering  a  Management  Project 
shall  not  exceed  the  lesser  of  the  follow¬ 
ing: 

( 1 )  $20,000,000  if  executed  by  a  Private 
Mortgagor; 

(2)  $25,000,000  if  executed  by  a  Pub¬ 
lic  Mortgagor; 

(3)  97  percent  of  the  Commissioner’s 
estimate  of  the  replacement  cost  of  the 
project; 

(4)  For  such  part  of  the  property  or 
project  attributable  to  dwelling  use  (ex¬ 
cluding  exterior  land  Improvements  as 
defined  by  the  Commissioner)  an 
amount  per  family  unit,  depending  on 
the  number  of  bedrooms,  which  may  be: 

(i)  $9,900  without  a  bedroom. 

(ii)  $13,750  with  one  bedroom. 

(iii)  $16,500  with  two  bedrooms. 

(iv)  $20,350  with  three  bedrooms. 

(V)  $23,100  with  four  or  more  bed¬ 
rooms. 

(b)  Investor  Project.  The  mortgage 
covering  an  Investor  Project  shall  not 
exceed  that  prescribed  for  a  Manage¬ 
ment  Project,  except  that  the  percentage 
of  replacement  cost  referred  to  shall  not 
exceed  90  percent. 

(c)  S ales  Project.  ’The  mortgage 
covering  a  Sales  Project  shall  not' exceed 
the  lesser  of  the  following: 

(1)  $12,500,000;  or 

(2)  A  sum  equal  to  the  aggregate 
total  of  the  maximum  allowable  mort¬ 
gage  amounts,  if  separate  mortgages 


each  meeting  the  requirements  of  sec¬ 
tion  203(b)  (2)  of  the  Act  relating  to 
occupant  mortgagors,  were  placed  upon 
each  of  the  single-family  units  com¬ 
prising  the  project. 

(d)  Increased  mortgage  amounts — 
high  cost  areas.  (1)  In  any  geographi¬ 
cal  area  where  the  Commissioner  finds 
cost  levels  so  require,  the  Commissioner 
may  increase,  by  not  to  exceed  45  per¬ 
cent,  the  dollar  amount  limitations  set 
forth  in  paragraphs  (a)(4),  (c)(2)  and 
(g)  of  this  section. 

(2)  If  the  Commissioner  finds  that 
because  of  high  costs  in  Alaska,  Guam, 
or  Hawaii  it  is  not  feasible  to  construct 
dwellings  without  the  sacrifice  of  sound 
standards  of  construction,  design,  and 
livability  within  the  limitations  of  maxi¬ 
mum  mortgage  amounts  provided  in  tills 
section,  the  principal  obligation  of  mort¬ 
gages  may  be  increased  in  such  amounts 
as  the  Commissioner  finds  may  be  neces¬ 
sary  to  compensate  for  such  costs,  but 
not  to  exceed,  in  any  event,  the  maxi¬ 
mum,  including  high  cost  area  increases, 
if  any,  otherwise  applicable  by  more  than 
one-half  thereof. 

(e)  Adjusted  mortgage  amount — rc- 
hahilitation  projects.  A  mortgage  hav¬ 
ing  a  principal  amount  computed  in 
compliance  with  the  applicable  provi¬ 
sions  of  this  section,  and  which  involves 
a  project  to  be  repaired  or  rehabilitated, 
shall  be  subject  to  the  following  addi¬ 
tional  limitations: 

(1)  Property  held  in  fee.  If  the  mort¬ 
gagor  is  the  fee  simple  owner  of  the 
project,  the  maximum  mortgage  amount 
shall  not  exceed  100  percent  of  the  Com¬ 
missioner’s  estimate  of  the  cost  of  the 
proposed  repairs  or  rehabilitation;  or 

(2)  Property  subject  to  existing  mort¬ 
gage.  If  the  mortgagor  owns  the  project 
subject  to  an  outstanding  indebtedness, 
which  is  to  be  refinanced  with  part  of  the 
Insured  mortgage,  the  maximum  mort¬ 
gage  amount  shall  not  exceed: 

(1)  ’The  Commissioner’s  estimate  of 
the  cost  of  the  repair  or  rehabilitation; 
plus 

(ii)  Such  portion  of  the  outstanding 
indebtedness  as  does  not  exceed  the  ap¬ 
proved  percentage  of  the  Commissioner’s 
estimate  of  the  fair  market  value  of  such 
land  and  Improvements  prior  to  the  re¬ 
pair  or  rehabilitation;  or 

(3)  Property  to  be  acquired.  If  the 
project  is  to  be  acquired  by  the  mort¬ 
gagor  and  the  purchase  price  is  to  be 
financed  with  a  part  of  the  insured  mort¬ 
gage,  the  maximum  mortgage  amount 
shall  not  exceed  the  approved  percent¬ 
age  of: 

(i)  The  Commissioner’s  estimate  of 
the  cost  of  the  repair  or  rehabilitation; 
and 

(ii)  The  actual  purchase  price  of  the 
land  and  improvements,  but  not  in  ex¬ 
cess  of  the  Commissioner’s  estimate  of 
the  fair  market  value  of  such  land  and 
improvements  prior  to  the  repair  or 
rehabilitation. 

(f )  Reduced  mortgage  amount — lease¬ 
holds.  In  the  event  the  mortgage  is  on  a 
leasehold  estate  rather  than  on  a  fee 
simple  holding,  the  value  Or  replacement 
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cost  of  the  property  on  which  the  mort¬ 
gage  is  based  is  the  value  or  replacement 
cost  of  the  property  in  fee  simple  re¬ 
duced  by  an  amoimt  equal  to  the  capi¬ 
talized  value  of  the  ground  rent. 

(g)  Increased  mortgage  amount— ele¬ 
vator  type  structures.  (1)  $11,550  per 
family  unit  without  a  bedroom. 

(2)  $16,500  per  family  imit  with  one 
bedroom. 

(3)  $19,800  per  family  imit  with  two 
bedrooms. 

(4)  $24,750  per  family  imit  with  three 
bedrooms. 

(5)  $28,050  per  family  unit  with  four 
or  more  bedrooms. 

(h)  Existing  Construction.  A  mort¬ 
gage  covering  Existing  Construction 
shall  involve  a  principal  obligation  not 
in  excess  of  the  approved  percentage  of 
the  Commlsioner’s  appraised  value  for 
continued  use  as  a  cooperative,  includ¬ 
ing  therein  such  Commissioner  required 
or  approved  repairs,  improvements,  al¬ 
terations  and  additions,  if  any.  as  do 
not  constitute  rehabilitation  of  the  proj¬ 
ect  tu!  determined  by  the  Commissioner; 
provided,  the  insured  mortgage  shall  be 
subject  to  the  following  further  limita¬ 
tions: 

(1)  If  the  insured  mortgage  is  to  in¬ 
clude  the  cost  of  refinancing  an  existing 
mortgage  or  mortgages  acceptable  to  the 
Commissioner,  the  amount  of  the  in¬ 
sured  mortgage  shall  not  exceed  an 
amount  equal  to  the  outstanding  balance 
of  the  existing  mortgage  or  the  total  of 
the  outstanding  balances  of  the  existing 
mortgages,  plus  the  contract  cost  of 
such  Conunissioner  required  or  approved 
repairs.  Improvements,  alterations  and 
additions,  if  any.  If  the  principal  obli¬ 
gation  of  the  mortgage  exceeds  this 
amount,  the  mortgage  shall  be  reduced 
by  the  amount  of  such  excess  prior  to 
final  endorsement: 

(2)  If  the  Existing  Construction  proj¬ 
ect  is  to  be  acquired,  the  mortgage  shall 
not  exceed  the  purchase  price  and  costs 
related  thereto  as  approved  by  the  Com¬ 
missioner  plus  the  contract  cost  of  such 
Commissioner  required  or  approved  re¬ 
pairs.  improvements,  alterations  and  ad¬ 
ditions,  if  any.  If  the  principal  obliga¬ 
tion  of  the  mortgage  exceeds  this 
amount,  the  mortgage  shall  be  reduced 
by  the  amount  of  such  excess  prior  to 
final  endorsement. 

(1)  Commercial  and  community  facil¬ 
ities.  (1)  A  Management  or  an  Investor 
Project  may  include  such  commercial 
and  community  facilities  as  the  Com¬ 
missioner  deems  adequate  to  serve  the 
occupants. 

(2)  A  Sales  Project  may  include  such 
community  facilities  as  the  Commission¬ 
er  deems  adequate  to  serve  the  occu¬ 
pants. 

(3)  The  maximum  mortgage  amount 
for  mortgages  Issusd  under  this  part  may 
be  increased  by  Such  amount  as  the 
Commissioner  deems  appropriate  to  pro¬ 
vide  for  the  inclusion  of  commercial  or 
community  facilities  except  that  a  mort¬ 
gage  on  a  Sales  Project  shall  not  be  in¬ 
creased  to  provide  for  commercial  facil¬ 
ities.  The  total  mortgage  amount  shall 
not  exceed  the  ratios  of  loan  to  replace¬ 


ment  cost  or  value  specified  in  this  sec¬ 
tion  because  of  the  inclusion  of  commer¬ 
cial  or  community  facilities. 

(j)  Mortgagor’s  minimum  invest¬ 
ment — Sales  Projects.  At  the  time  a 
mortgage  executed  by  a  mortgagor  of  a 
Sales  Project  is  insured,  the  mortgagor 
shall  have  paid  on  account  of  the  project 
in  cash  or  its  equivalent  an  amoimt,  if 
any,  approved  and  determined  by  the 
Commissioner  to  be  the  required  mini¬ 
mum  investment.  At  the  time  a  mort¬ 
gage  is  executed  each  member  or  stock¬ 
holder  shall  have  paid  the  amount  re¬ 
quired  by  §  213.509(b).  With  respect  to 
applications  received  on  or  after  July  5, 
1961,  the  required  minimum  investment 
shall  be  at  least  3  percent  of  the  Com¬ 
missioner’s  estimate  of  cost  of  acquisition 
or  such  larger  amount  as  the  Commis¬ 
sioner  may  determine. 

(k)  Loans  to  cover  2-year  operating 
loss — (1)  Operating  loss  determination. 
When  the  Commissioner  determines  that 
an  operating  loss  has  occurred  during 
the  first  2  years  following  completion 
of  the  project,  he  may,  in  his  discretion, 
accept  for  Insurance  under  this  part  a 
loan  to  cover  such  loss.  For  the  pur¬ 
poses  of  this  section,  an  operating  loss 
shall  occur  when  the  Commissioner  de¬ 
termines  that  the  total  of  the  taxes,  in¬ 
terest  on  the  mortgage  debt,  mortgage 
insurance  premiums,  hazard  Insurance 
premiums,  and  the  expense  of  mainte¬ 
nance  and  operation  of  the  project  (ex¬ 
cluding  depreciation)  exceeds  the  project 
Income. 

(2)  Security  instrument.  The  loan 
shall  be  secured  by  an  instrument  in  a 
form  approved  by  the  Commissioner  for 
use  in  the  jurisdiction  in  which  the  proj¬ 
ect  is  located. 

(3)  Maximum  interest  rate.  The  loan 
may  bear  interest  at  such  rate  as  may 
be  agreed  upon  by  the  mortgagee  and 
the  mortgagor,  but  in  no  case  shtdl  such 
rate  exceed  the  rate  in  effect  under 
§  213.10  on  the  date  the  commitment  is 
issued.  Interest  shall  be  payable  in 
monthly  installments  on  the  principal 
then  outstanding. 

(4)  Maturity.  The  loan  shall  be  limit¬ 
ed  to  a  term  not  exceeding  the  unex¬ 
pired  term  of  the  original  mortgage. 

(l)  Supplementary  loans.  The  supple¬ 
mentary  loan  shall  not  exceed  an  amount 
which,  when  added  to  the  total  unpaid 
balance  of  all  outstanding  mortgage  in¬ 
debtedness  on  the  property  plus  loans 
Insured  by  the  Commissioner  on  the 
property,  creates  a  total  outstanding  in¬ 
debtedness  equal  to  the  original  princi¬ 
pal  obligation  of  the  mortgage,  except  as 
follows : 

(1)  If  improvements  or  additional 
community  facilities  are  Involved,  the 
outstanding  Indebtedness  may  be  in¬ 
creased  by  an  amount  which  the  Com¬ 
missioner  estimates  to  be  equal  to  97  per¬ 
cent  of  the  value  of  such  Improvements 
or  additional  facilities.  The  loan  for  im¬ 
provements  or  additional  community  fa¬ 
cilities  shall  not  exceed  the  lesser  of  the 
estimated  cost  or  actual  cost,  as  deter¬ 
mined  by  the  Commissioner.  The  out¬ 
standing  Indebtedness  thereby  created 
may  exceed  the  original  principal  obli¬ 


gation  of  the  mortgage  if  it  does  not  ex¬ 
ceed  the  applicable  limits  prescribed  in 
paragraphs  (a)  through  (g)  of  this  sec¬ 
tion. 

(2)  If  the  financing  of  cooperative 
purchases  and  resales  of  memberships 
are  involved,  the  loan  shall  not  exceed 
an  amount,  approved  by  the  Commis¬ 
sioner,  as  needed  for  such  purposes. 

(m)  Reduction  of  supplementary  loan. 
If  the  supplementary  loan  exceeds  the 
prescribed  maximum  amount,  the  loan 
shall  be  reduced  by  the  amount  of  such 
excess  prior  to  final  endorsement. 

§  213.8  Amortization  period. 

(a)  The  mortgage  or  supplementary 
loan  shall  have  a  maturity  and  shall  con¬ 
tain  amortization  provisions  satisfactory 
to  the  Commissioner. 

(b)  Mortgage  maturity  shall  not 
exceed  40  years  from  the  date  of  the 
beginning  of  amortization  of  the  mort¬ 
gage.  In  the  case  of  a  sales  project 
mortgage  maturity  shall  not  exceed  35 
years  from  the  date  of  the  beginning  of 
amortization  of  the  mortgage. 

(c)  Except  as  provided  in  paragraph 
(d)  of  this  section,  supplementary  loan 
maturity  shall  not  exceed  the  remaining 
term  of  the  mortgage  covering  the  man¬ 
agement  project. 

(d)  In  the  case  of  a  project  covered  by 
an  uninsured  mortgage  dated  more  than 
20  years  prior  to  the  date  of  the  com¬ 
mitment  to  insure  a  supplementary  loan, 
the  supplementary  loan  may  have  a 
maturity  date  up  to  10  years  in  excesf.  of 
the  remaining  term  of  the  uninsured 
mortgage,  but  not  more  than  40  years 
from  the  commencement  of  amortization 
of  such  uninsured  mortgage,  if  such  loan 
is  made  to  finance  project  repairs  or 
Improvements  of  such  magnitude  that 
the  Commissioner  deems  them  to  be  a 
major  rehabilitation  or  modernization  of 
the  project. 

§  213.9  Payment  requirements. 

(a)  Method  of  payment.  'The  mort¬ 
gage  shall  provide  for  monthly  payments 
on  the  first  day  of  each  month  on  ac¬ 
count  of  interest  and  principal  and  shall 
provide  for  pasmients  in  accordance  with 
an  amortization  plan  as  agreed  upon  by 
the  mortgagor,  the  mortgagee  and  the 
Commissioner. 

(b)  Date  of  first  payment  to  principal. 
The  Commissioner  shall  estimate  the 
time  necessary  to  complete  the  project 
and  shall  establish  the  date  of  the  first 
payment  to  principal  so  that  the  lap.<;e 
of  time  between  completion  of  the  proj¬ 
ect  and  commencement  of  amortization 
will  not  be  longer  than  necessary  to  ob¬ 
tain  sustaining  occupancy. 

§  213.10  IVIaximiim  inirresi  rale. 

(a)  The  mortgage  or  a  supplementary 
loan  shall  bear  interest  at  the  rate  agreed 
upon  by  the  mortgagee  and  the  mort¬ 
gagor,  or  the  lender  and  the  borrower, 
which  rate  shall  not  exceed  7  percent, 
except  that  where  a  letter  inviting  sub¬ 
mission  of  an  application  for  commit¬ 
ment  was  Issued  by  the  Secretary  before 
February  18,  1971,  or  an  application  for 
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commitment  was  received  by  the  Secre¬ 
tary  before  February  18,  1971,  the  mort¬ 
gage  may  bear  interest  at  the  maximum 
rate  in  effect  at  the  time  of  issuance  of 
the  letter  or  receipt  of  the  application. 

(b)  Interest  shall  be  payable  In 
monthly  installments  on  the  principal 
amount  of  the  mortgage  or  supplemen¬ 
tary  loan  outstanding  on  the  due  date  of 
each  installment. 

§  213.11  Mortgage  to  cover  the  entire 
property. 

The  mortgage  shall  cover  the  entire 
property  included  in  the  housing  project. 

§  213.12  Covenant  against  liens. 

The  mortgage  shall  contain  a  covenant 
against  the  creation  by  the  mortgagor  of 
liens  against  the  property  superior  or 
Inferior  to  the  lien  of  the  mortgage 
except  for  such  Inferior  lien  as  may  be 
required  In  connection  with  the  Insur¬ 
ance  of  an  operating  loss  loan  or  a  sup¬ 
plementary  loan. 

§  213.13  Covenant  for  lire  insurance. 

The  mortgage  shall  contain  a  cove¬ 
nant  acceptable  to  the  Commissioner 
binding  the  mortgagor  to  keep  the  prop¬ 
erty  Insured  by  a  standard  policy  or  poli> 
cles  against  fire  and  such  other  hazards 
as  the  Commissioner,  upon  the  insurance 
of  the  mortgage,  may  stipulate,  in  an 
amount  which  will  comply  with  the  co- 
insurance  clause  applicable  to  the  loca¬ 
tion  and  character  of  the  property,  but 
not  less  than  80  percent  of  ^e  actual 
cash  value  of  the  insurable  Improvements 
and  equipment  of  the  project.  The  in¬ 
itial  coverage  shall  be  in  an  amount  es¬ 
timated  by  the  Commissioner  at  the  time 
of  completion  of  the  entire  project  or 
units  thereof.  The  policies  evidencing 
such  insurance  shall  have  attached 
thereto  a  standard  mortgagee  clause 
making  loss  payable  to  the  mortgagee 
and  the  Commissioner,  as  Interests  mav 
appear. 

§  213.14  Accumulation  of  accruulo. 

(a)  The  mortgage  shall  provide  for 
payments  by  the  mortgagor  to  the  mort¬ 
gagee  on  each  interest  payment  date  of 
an  amount  sufficient  to  accumulate  In  the 
hands  of  the  mortgagee  one  payment 
period  prior  to  its  due  date,  the  next  an¬ 
nual  mortgage  Insurance  premium  pay¬ 
able  by  the  mortgagee  to  the  Commis¬ 
sioner.  Such  payments  shall  continue 
only  so  long  as  the  contract  of  insur¬ 
ance  shall  remain  in  effect 

(b)  nie  mortgage  shall  provide  for 
such  equal  monthly  payments  by  the 
mortgagor  to  the  mortgagee  as  will 
amortize  the  ground  rents,  If  any,  and 
the  estimated  amount  of  all  taxes,  water 
rates  and  special  assessments,  if  any, 
and  fire  and  other  hazard  insmunce 
premiums,  within  a  period  ending  one 
month  prior  to  the  dates  on  which  the 
same  become  delinquent.  The  mortgage 
shall  further  provide  that  such  pay¬ 
ments  ^all  be  held  by  the  mortgagee, 
for  the  purpose  of  paying  such  ground 
rents,  taxes,  water  rates  and  assessments, 
and  Insurance  premiums,  before  the 
same  become  delinquent.  The  mortgage 
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must  also  make  provision  for  adjust¬ 
ments,  in  case  the  estimated  amount  of 
such  taxes,  water  rates  and  assessments, 
and  Insurance  premiums  shall  prove  to 
be  more,  or  less,  than  the  actual  amount 
thereof  so  paid  by  the  mortgagor. 

§  213.15  Application  of  payments. 

(a)  The  mortgage  shall  provide  that 
all  monthly  pajTnents  to  be  made  by  the 
mortgagor  to  the  mortgagee  shall  be 
added  together  and  the  aggregate 
amount  thereof  shall  be  paid  by  the 
mortgagor  upon  each  monttily  payment 
date  in  a  single  payment.  The  mort¬ 
gagee  shsdl  apply  the  same  to  the  fol¬ 
lowing  items  in  the  order  set  forth; 

(1)  Premium  charges  under  the  con¬ 
tract  of  insurance: 

(2)  Gioimd  rents,  taxes,  special  as¬ 
sessments  and  fire  and  other  hazard  in¬ 
surance  premiums; 

(3)  Interest  on  the  mortgage: 

(4)  Amortization  of  the  principal  of 
the  mortgage. 

(b)  Any  deficiency  in  the  amount  of 
any  such  aggregate  monthly  payment 
shall  constitute  an  event  of  default.  The 
mortgage  shall  further  provide  for  a 
grace  period  of  30  days,  within  which 
time  the  default  must  be  made  good. 

§  213.16  Mortgagor's  certificate  of  non¬ 
discrimination  and  mortgage  rove- 
nant  regarding  use  of  properly. 

(a)  The  mortgagor  shall  certify  to  the 
Commissioner  as  to  each  of  the  following 
points; 

(1)  That  neither  it  nor  anyone  au¬ 
thorized  to  act  for  it.  will  refuse  to  sell  or 
rent,  after  the  making  of  a  bona  fide 
offer,  or  refuse  to  negotiate  for  the  sale 
or  rental  of,  or  otherwise  make  unavail¬ 
able  or  deny  the  dwelling  or  property 
covered  by  the  mortgage  to  any  person 
because  of  race,  color,  religion,  or  na¬ 
tional  origin. 

(2)  That  any  restrictive  covenant  on 
such  property  relating  to  race,  color, 
religion,  or  national  origin  is  recognized 
as  being  illegal  and  void  and  is  hereby 
specifically  disclaimed. 

(3)  That  civil  action  for  preventative 
relief  may  be  brought  by  the  Attorney 
General  in  any  appropriate  U.S.  District 
Court  against  any  person  responsible  for 
a  violation  of  this  certification. 

(b)  The  mortgage  shall  contain  a 
covenant  prohibiting  the  use  of  the 
property  covered  thereby  for  any  pur¬ 
pose  other  than  that  for  which  it  was 
intended  at  the  date  the  mortgage  was 
executed. 

§  213.17  Mortgage  release  provisions. 

A  mortgage  executed  by  a  mortgagor 
of  a  Sales  Type  Project  shall  provide  that 
at  any  time  after  the  completion  of  the 
construction  of  the  project,  the  prop¬ 
erty  underlying  such  mortgage  may  be 
released  in  whole  or  in  part  upon  pay¬ 
ment  of  the  unpaid  balance  of  the 
blanket  mortgage  allocable  to  the  prop¬ 
erty  released.  Where  the  mortgage 
does  not  contain  release  provisions,  no 
pre^rty  shall,  except  with  the  consent 
of  the  Commissioner,  be  released  from 


the  lien  thereof  so  long  as  the  mortgage 
insurance  Is  in  force. 

§  213.18  Prepayment  privilege;  pre¬ 
payment  and  late  charges. 

(a)  Prepayment  privilege.  The  mort¬ 
gage  shall  contain  a  provision  permitting 
the  mortgagor  to  prepay  the  mortgage  in 
whole  or  in  part  upon  any  interest  pay¬ 
ment  date  after  giving  to  the  mortgagee 
30  days’  notice  in  wrrltlng  in  advance  of 
its  Intention  to  so  prepay. 

(b)  Prepayment  charge.  The  mort¬ 
gagee  may  Include  a  provision  for  such 
additional  prepayment  charge  as  may  be 
agreed  upon  between  the  mortgagor  and 
mortgagee,  except  that  no  such  charge 
shall  be  made  for  a  prepayment  which 
does  not  exceed  15  percent  of  the  original 
principal  amount  of  the  mortgage  in  any 
one  calendar  year  or  which  results  from ; 

(1)  A  payment  requirement  of  the 
Commissioner; 

(2)  Release  of  individual  properties 
in  accordance  with  the  provisions  of  a 
mortgage  in  a  Sales  Project; 

(S)  Sale  of  an  Investor  Project  within 
2  years  after  its  completicm  to  a  Pur¬ 
chasing  Cooperative  unless  the  Commis¬ 
sioner  shall  require  the  pasrment  of  such 
additional  charge. 

(c)  Late  charge.  The  mortgage  may 
provide  for  the  collection  by  the  mort¬ 
gagee  of  a  ’’late  charge.”  not  to  exceed 
2  cents  for  each  dollar  of  each  paimient 
to  interest  and/or  principal  more  them 
15  days  in  arrears,  to  cover  the  extra  ex¬ 
pense  involved  in  handling  delinquent 
payments.  Late  charges  shall  be  sepa¬ 
rately  charged  to  and  collected  from 
the  mortgagor  and  shall  not  be  deducted 
from  any  aggregate  monthly  payment. 

§  213.19  Issuance  of  bonds  secured  by 
trust  indenture. 

In  the  event  that  bonds  or  other  obli¬ 
gations  are  to  be  issued  as  a  part  of  the 
insured  mortgage  transaction,  the  form 
of  bonds  and  the  form  of  trust  indenture 
shall  be  subject  to  the  approval  of  the 
Commissioner,  and  shall  be  subject  to 
the  following  conditions: 

(a)  The  Trustee  named  In  such  trust 
indenture  shall  be  a  banking  institution 
or  trust  company  (authorized  to  act  in  a 
fiduciary  capacity  and  which  Is  a  mort¬ 
gagee  approved  by  the  Commissioner) : 
and 

(b)  The  Trustee  shall  be  the  holder  of 
record  of  the  insured  mortgage  (repre¬ 
sented  by  the  trust  indenture)  and  shall 
be  authorized  to  act  on  behalf  of  the 
holders  of  such  bonds  or  other  obliga¬ 
tions  in  all  matters  concerning  the  mort¬ 
gage  Insurance  contract;  and 

(c)  The  holders  of  the  bonds  shall 
look  solely  to  the  Trustee  for  the  benefits 
of  the  contract  of  mortgage  insmance 
and  the  trust  Indenture  shall  expressly 
authorize  the  Commissioner  to  make 
payment  of  any  claim  under  such  con¬ 
tract  to  the  Trustee,  without  liability  or 
accountability  to  the  bondholders  to  see 
to  the  application  of  the  mortgage  insur¬ 
ance  contract  benefits;  and 

(d)  The  bonds  or  other  obligations 
shall  be  Issued  only  to  holders  meeting 
the  following  qualifications: 
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(1)  A  mortgagee  approved  by  the 
Commissioner: 

(2)  A  pension  or  retirement  fund  or  a 
profit-sharing  plan  maintained  and  ad¬ 
ministered  by  a  corporation  or  by  a 
governmental  agency  or  by  a  trustee 
or  trustees,  which  has  lawful  authority 
to  acquire  the  bonds  or  other  obliga¬ 
tions;  or 

(3)  A  charitable  or  nonprofit  organi¬ 
zation. 

Eligible  Mortgagors 
§  213.20  Eligibility  of  mortgagors. 

(a)  In  order  to  be  eligible  under  this 
part,  an  applicant  shall  be  a  Private  or 
Public  Mortgagor  of: 

(1)  A  Management  Project; 

(2)  A  Sales  Project; 

(3)  An  Investor  Project;  or 

( 4 )  An  Existing  Construction  Proj  ect. 

(b)  A  Public  Mortgagor  may  be  an 
eligible  mortgagor  without  regulation  or 
restriction  by  the  Commissioner  as  to 
rents,  sales,  charges,  capital  structure, 
rate  of  return,  and  methods  of  operation. 

Supervision  of  Mortgagors 
§  213.21  Liens. 

If  a  Public  Mortgagor,  or  the  Alaska 
Housing  Authority,  or  the  Government 
of  Guam  or  Hawaii,  or  any  agency  or 
Insti-umentality  thereof  is  the  mort¬ 
gagor.  liens  Inferior  to  the  lien  of  the 
insured  mortgage  may  be  allowed  against 
properties  of  such  mortgagors.  The 
mortgagor  in  such  case  shall  have  initial 
funds  which  may  be  considered  in  lieu 
of  the  equity  required  of  other  mort¬ 
gagors  and  such  funds,  which  may  be  in 
the  form  of  Government  grants,  loans,  or 
subsidies,  or  in  other  form,  if  sufficient 
in  amount,  will  be  considered  satisfac¬ 
tory  provided  they  do  not  create  a  lien 
against  the  property  prior  to  that  of  the 
insured  mortgage. 

§  213.22  Obligations  of  mortgagor. 

In  all  other  cases  a  mortgagor  must 
certify  at  final  endorsement  of  the  loan 
for  insurance  that  the  property  covered 
by  the  mortgage  is  free  and  clear  of  all 
liens  other  than  such  mortgage,  and  that 
Uiere  are  not  outstanding  any  other  un¬ 
paid  obligations,  except  such  obligations 
as  have  been  approved  by  the  Commis¬ 
sioner  as  to  terms,  form,  and  amount. 

§  213.23  Regulation  and  restriction  of 
mortgagors. 

(a)  Preferred  stock  or  regulatory 
agreement.  The  regulation  or  restric¬ 
tion  of  Private  Mortgagors  will  be  pro¬ 
vided  for  in  the  certificate  of  incorpo¬ 
ration  or  other  Instrument  under  which 
the  mortgagor  is  created,  hereinafter  re¬ 
ferred  to  as  the  "charter,”  and  will  be 
made  effective  though  a  regulatory 
agreement,  or  the  Issuance  of  preferred 
stock  (or  membership)  which  will  en¬ 
able  the  Commissioner  to  exercise 
majority  voting  rights  in  the  event  of 
violation  of  a  provision  of  the  charter  or 
(except  as  to  the  mortgagor  of  an  In¬ 
vestor  Project)  at  any  time  during  the 
period  between  initial  and  final  endorse¬ 
ment  for  mortgage  insurance  by  the 
Commissioner  whether  or  not  such  vio¬ 


lation  has  occurred.  Such  stock  shall  be 
issued  in  a  manner  prescribed  by  the 
Commissioner  in  consideration  of  the* 
payment  by  the  Commissioner  of  not 
exceeding  in  the  aggregate  $100. 

(b)  Rights  of  the  Commissioner.  By 
the  exercise  of  the  preferred  stock  voting 
rights,  the  Commissioner  may  remove 
the  existing  directors  of  tl.e  mortgagor 
corporation  and  elect  new  directors  to 
serve  in  their  place.  Directors  so  elected 
by  the  Commissioner,  in  the  event  of  a 
violation,  shall  serve  only  for  a  period 
coexistent  with  the  duration  of  such  vio¬ 
lation  or  until  the  Commlssloiner  is  as¬ 
sured  in  a  manner  satisfactory  to  him 
against  future  violations  of  a  similar 
nature.  Upon  the  termination  of  the 
contract  of  Insurance  or  any  succeeding 
contract  or  agreement  covering  the  mort¬ 
gage  obligation,  all  regulation  and  re¬ 
striction  of  the  mortgagor  shall  termi¬ 
nate  and  the  shares  of  special  stock  or 
other  evidence  of  beneficial  Interest  shall 
be  surrendered  by  the  Commissioner 
upon  reimbursement  of  his  payment 
therefor. 

(c)  Supplementary  loans.  Prior  to  the 
Insurance  of  a  supplementary  loan,  the 
mortgagor  of  a  management  project 
shall  amend  its  certificate  of  incorpora¬ 
tion  or  regulatory  agreement  in  such 
manner  as  the  Commissioner  may  re¬ 
quire. 

§  213.24  Issuance  of  stock. 

Shares  of  capital  stock,  either  with 
or  without  par  value,  or  certificates  of 
membership,  or  such  evidences  of  inter¬ 
est  in  the  case  of  a  trust,  may  be  Issued 
if  approved  by  the  Commissioner.  Such 
stock  or  Interest,  together  with  paid-in 
surplus,  if  any.  shall  represent  the 
capital  Investment. 

§  213.25  Patronage  refunds. 

Surplus  fimds,  after  meeting  reserves 
and  after  meeting  all  obligations  of  the 
mortgagor,  may  be  distributed  to  the 
members  in  the  form  of  reduced  carrying 
charges  or  reduced  sales  prices  of  the 
dwelling  accommodations,  or  patronage 
refunds. 

§  213.26  Working  capital. 

(a)  The  amount  of  working  capital, 
if  any,  required  by  the  Commissioner  to 
be  deposited  by  the  mortgagor  with  the 
mortgagee  or  in  a  depository  satisfactory 
to  the  mortgagee  and  imder  its  control, 
shall  not  exceed  2  percent  of  the  original 
amount  of  the  mortgage.  Disbursement 
from  such  deposit  shall  be  made  only  in 
a  manner  prescribed  by  the  Commis¬ 
sioner. 

(b)  The  mortgagee  may  accept,  in  lieu 
of  a  cash  deposit  required  by  paragraph 
(a)  of  this  section,  an  unconditional  ir¬ 
revocable  letter  of  credit  Issued  to  the 
mortgagee  by  a  banking  institution.  In 
the  event  a  demand  imder  the  letter  of 
credit  is  not  immediately  met,  the  mort¬ 
gagee  shall  forthwith  provide  cash  equiv¬ 
alent  to  the  undrawn  balance  thereunder. 

§  213.27  Assurances  ot  completion. 

(a)  Prior  to  ifiltial  endorsement,  the 
mortgagor  shall  deposit  with  the  mort¬ 


gagee  cash  deemed  by  the  Commissioner 
to  be  sufficient,  when  added  to  the  pro¬ 
ceeds  of  the  insured  mortgage,  to  as¬ 
sure  completion  of  the  project  and  to 
pay  the  initial  service  charge,  the  carry¬ 
ing  charges,  and  the  legal  and  organiza¬ 
tion  expenses  incident  to  the  construc¬ 
tion  of  the  project.  Such  funds  shall 
be  held  by  the  mortgagee  in  a  special 
accoimt  or  by  an  acceptable  depository 
designated  by  the  mortgagee  under  an 
appropriate  agreement  approved  by  the 
Commissioner  requiring  all  such  funds 
to  be  disbursed  for  work  and  material  on 
the  physical  Improvements,  and  for 
other  charges  and  expenses  to  be  paid 
when  due,  prior  to  the  advance  of  any 
mortgage  money. 

(b)  All  fees  and  charges  to  be  paid 
by  the  mortgagor  in  connection  with  fi¬ 
nancing  which  are  in  excess  of  the  initial 
service  charge  and  which  have  been  ap¬ 
proved  by  the  Commissioner,  shall  be 
deposited  with  the  mortgage  in  cash, 
prior  to  initial  endorsement,  unless  other 
arrangements  acceptable  to  the  Com¬ 
missioner  are  made. 

(c)  The  Commissioner  shall  require 
assurance  of  completion  of  offsite  public 
utilities  and  streets  in  all  cases,  except 
where  a  municipality  or  other  public 
body  has  by  agreement  (acceptable  to 
the  Commissioner)  agreed  to  install  such 
utilities  and  streets  without  cost  to  the 
mortgagor.  Where  such  assurance  is  re¬ 
quired,  it  shall  be  either  in  the  form  of 
a  cash  escrow  deposit  or  the  retention 
of  a  specified  amoimt  of  mortgage  pro¬ 
ceeds  by  the  mortgagee.  If  a  cash  escrow 
is  used,  it  shall  be  deposited  with  the 
mortgagee  or  with  an  acceptable  trustee 
or  escrow  agent  designated  by  the  mort¬ 
gagee.  If  mortgage  proceeds  are  iLsed,  the 
mortgagee  shall  retain  under  terms  ap¬ 
proved  by  the  Commissioner,  rather  than 
disburse  at  the  initial  closing  of  the 
mortgage,  a  portion  of  the  mortgage  pro¬ 
ceeds  allocated  to  land  in  the  project 
analysis.  As  additional  assurance,  the 
Commissioner  may  also  require  a  surety 
company  bond  or  bonds. 

(d)  Prior  to  the  initial  endorsement 
of  the  mortgage  for  insurance,  the  mort¬ 
gagor  and  the  mortgagee  shall  execute 
a  building  loan  agreement,  approved  by 
the  Commissioner,  setting  forth  the 
terms  and  conditions  imder  which  prog¬ 
ress  payments  may  be  advanced  during 
construction.  To  be  covered  by  mortgage 
Insurance,  each  progress  payment  shall 
be  approved  by  the  Commissioner. 

(e)  The  mortgagor  shall  furnish  as¬ 
surance  of  completion  of  the  project,  in 
the  form  of  a  personal  indemnity  agree¬ 
ment,  a  surety  company  bond  or  bonds, 
a  cash  escrow  deposit,  a  letter  of  credit, 
or  an  agreement  controlling  the  dis¬ 
bursement  of  construction  fimds  coupled 
with  a  guaranty  of  performance  of  the 
construction  contract,  as  required  by  the 
Commissioner.  The  personal  indemnity 
agreement  and  the  bonds  shall  be  on 
forms  approved  by  the  Commissioner. 
The  surety  company  executing  a  bond 
must  be  satisfactory  to  the  Commis¬ 
sioner.  Where  a  cash  escrow  deposit  is 
used,  it  shall  be  established  under  an 
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agreement  with  the  mortgagee  or  with 
a  depository  satisfactory  to  the  mort¬ 
gagee  and  the  Commissioner  and  shall 
involve  cash,  or  securities  of,  or  fully 
guaranteed  as  to  princii)al  and  interest 
by.  the  United  States  of  America.  Where 
an  agreement  controlling  the  disburse¬ 
ment  of  construction  funds  coupled  with 
a  guaranty  of  performance  of  the  con¬ 
struction  contract  is  used,  the  agreement 
shall  contain  terms  satisfactory  to  the 
Commissioner.  The  types  of  assurance  to 
be  furnished  are  as  follows: 

(1)  Where  the  estimated  cost  of  con¬ 
struction  or  rehabilitation  is  $500,000  or 
less,  assurance  will  be  accepted  In  the 
form  of  a  personal  indemnity  agreement 
executed  by  the  principal  officers,  direc¬ 
tors,  stockholders,  or  partners  or  indi¬ 
viduals  operating  as  the  general 
contractor. 

(2)  Where  the  estimated  cost  of  con¬ 
struction  or  rehabilitation  is  more  than 
$500,000  or  where  such  cost  Is  less  than 
$500,000  and  a  personal  indemnity  agree¬ 
ment  is  not  executed,  assurance  shall  be 
by  a  surety  company  bond  or  bonds,  a 
cash  escrow  deposit,  a  letter  of  credit, 
or  an  agreement  controlling  the  dis¬ 
bursement  of  construction  funds  coupled 
with  a  guaranty  of  performance  of 
the  construction  contract,  the  amoimt 
of  which  shall  be  prescribed  by  the 
Commissioner. 

(f)  (1)  For  a  supplementary  loan  in¬ 
volving  improvements,  repairs  or  the  fi¬ 
nancing  of  c<Nnmunlty  facilities,  the 
Commissioner  may  require  such  assur¬ 
ance  of  completion  as  he  deems  neces¬ 
sary. 

(2)  A  supplementary  loan  may  be  re¬ 
quired  to  be  secured  in  a  manner  satis¬ 
factory  to  the  Commissioner.  The  secu¬ 
rity  may  take  the  form  of  collateral 
security,  a  modification  of  existing  in¬ 
struments  smd  title  evidence  or  such 
other  form  as  may  be  prescribed  by  the 
Commissioner. 

(g)  The  mortgagee  ma'^  accept.  In  lieu 
of  a  cash  deposit  required  by  paragraphs 

(b) ,  (c)  and  (e)  of  this  section,  an  un¬ 
conditional  Irrevocable  letter  of  credit 
Issued  to  the  mortgagee  by  a  banking  in¬ 
stitution.  In  the  event  a  demand  imder 
the  letter  of  credit  is  no‘<  immediately 
met.  the  mortgagee  shall  forthwith  pro¬ 
vide  cash  equivalent  to  the  undrawn  bal¬ 
ance  thereunder. 

6  213.28  Labor  standards  and  prevailing 
wage  requirements. 

(a)  Any  contract,  subcontract,  or 
building  loan  agreement  executed  for 
the  performance  of  construction  of  the 
project  shall  comply  with  all  applicable 
labor  standards  and  provisions  of  the 
regulations  of  the  Secretary  of  Labor 
tssued  May  9,  1951,  29  CFR  5.1-5.12  (16 
F.R.  4430) . 

(b)  No  construction  contract  shall  be 
entered  into  with  a  general  contractor 
or  any  subcontractor  if  such  contractor 
or  any  such  subcontractor  or  any  firm, 
corporation,  partnership  or  association 
in  which  such  contractor  or  subcontrac¬ 
tor  has  a  substantial  Interest  is  included 
on  the  ineligible  list  of  contractors 
or  subcontractors  established  and  maln- 
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tained  by  the  Comptroller  General,  pur¬ 
suant  to  S  S.6(b)  of  the  regulations  of 
the  Secretary  of  Labor,  issued  May  9, 
1951  (29  CFR  5.6(b)). 

(c)  No  advance  under  the  mortgage 
shall  be  eligible  for  insurance  after  notifi¬ 
cation  from  the  Commissioner  that  the 
general  contractor  or  any  subcontractor 
or  any  firm,  corporation,  partnership 
or  association  in  which  such  contractor 
or  subcontractor  has  a  substantial  inter¬ 
est  was.  on  the  date  the  contract  or  sub¬ 
contract  was  executed  on  the  ineligible 
list  established  by  the  Comptroller  Gen¬ 
eral.  pursuant  to  the  provisions  of  the 
Secretary  of  Labor,  issued  May  9,  1951 
(29  CTR  5.6(b)). 

(d)  No  advance  luxder  any  mortgage 
shall  be  eligible  for  Insurance  imless 
there  is  filed  with  the  application  for 
such  advance  a  certificate  or  certificates 
In  the  form  required  by  the  Commis¬ 
sioner,  supported  by  such  other  infor¬ 
mation  as  the  Commissioner  may  pre¬ 
scribe,  certifying  that  the  laborers  and 
mechanics  employed  in  the  construction 
of  the  dwelling  or  dwellings  or  housing 
project  involved  have  been  paid  not  less 
than  the  wages  prevailing  in  the  local¬ 
ity  in  which  the  work  was  performed  for 
the  corresponding  classes  of  laborers  and 
mechanics  employed  on  construction  of 
a  similar  character,  as  determined  by  the 
Secretary  of  Labor  prior  to  the  begin¬ 
ning  of  construction  and  after  the  date 
of  filing  of  the  application  for  insur¬ 
ance. 

(e)  Any  contract  or  subcontract  exe¬ 
cuted  for  the  performance  of  oonstruo- 
tlon  of  the  project  shall  contain  a 
provision  that  there  shall  be  no  dis¬ 
crimination  against  any  employee,  or 
applicant  for  emplo3unent  because  of 
race,  color,  creed,  or  national  origin. 
Where  the  mortgagor  Is  the  general  con¬ 
tractor,  the  building  loan  agreement 
shall  contain  the  above  provisions. 

(f )  compliance  with  the  provisions  of 
this  section  shall  be  evidenced  at  such 
time  and  in  such  manner  as  the  Commis¬ 
sioner  may  prescribe. 

§  213.29  Rents  and  charges. 

The  mortgagor  shall  not  permit  occu¬ 
pancy  except  in  accordance  with  the 
scheduled  of  charges  and  tmder  an  Occu¬ 
pancy  Agreement  or  lease  approved  by 
the  Commissioner. 

§  213.30  Methods  of  operation. 

(a)  Except  with  the  prior  written  ap¬ 
proval  of  the  CJommissioner,  no  compen¬ 
sation  shall  be  paid  by  the  corporation 
to  its  officers  or  directors,  as  such,  nor 
to  any  person  or  corporation  for  super¬ 
visory  or  managerial  services.  No  com¬ 
pensation  shall  be  paid  by  the  corpora¬ 
tion  to  any  employee  in  excess  of  an 
amount  agreed  upon  by  the  Commis¬ 
sioner  and  specified  in  the  charter.  No 
officer,  director,  stockholder,  agent,  or 
employee  of  the  corporation  s^U  in  any 
manner  become  Indebted  to  the  corpora¬ 
tion.  except  on  aocoimt  of  approved  oc¬ 
cupancy  charges. 

(b)  The  corporation  shall  maintain 
its  project,  the  grounds,  buildings,  and 
equipment  appurtenant  thereto,  in  good 


repair  and  in  such  condition  as  will  pre¬ 
serve  the  health  and  safety  of  its  occu¬ 
pants. 

(c)  In  all  projects,  except  those  in¬ 
volving  rehabilitation  where  the  mort¬ 
gage  does  not  exceed  $200,000,  a  fund 
for  replacements  shall  be  established  and 
maintained  with  the  mortgagee  so  long 
as  the  mortgage  insurance  is  in  force. 
The  amoimt  and  type  of  such  fund  and 
the  conditions  imder  which  it  shall  be 
acciunulated,  replenished,  and  used, 
shall  be  specked  in  the  charter. 

(d)  A  General  Operating  Reserve 
shall  also  be  establish^  and  maintained 
so  long  as  the  mortgage  insurance  is  in 
force,  in  a  manner  and  for  the  puiposes 
specified  in  the  charter. 

(e)  The  corporation  shall  not,  with¬ 
out  prior  approval  of  the  Commis¬ 
sioner,  incur  liabilities  (other  than  the 
Insured  mortgage)  in  excess  of  an 
amoimt  to  be  specified  in  the  charter. 

(f)  The  corporation,  its  property 
equipment,  buildings,  plans,  ofiOces,  ap¬ 
paratus,  devices,  books,  contracts,  rec¬ 
ords,  documents,  and  papers  shall  be 
subject  to  Inspection  and  examination 
by  the  Commissioner  or  his  duly  au¬ 
thorized  agent  at  all  reasonable  times. 

(g)  The  mortgagor  shall  execute  and 
deliver  to  the  Commissioner  a  certificate 
that  the  books  and  accounts  of  the  cor¬ 
poration  will  be  established  and  main¬ 
tained  in  a  maimer  satisfactory  to  the 
Commissioner  on  the  date  the  certifi¬ 
cate  is  executed.  Such  certificate  shall 
be  to  the  effect  that  so  long  as  the  mort¬ 
gage  is  insured  by  the  Commissioner,  the 
mortgagor’s  boo^  and  accounts  will  be 
kept  in  accordance  with  the  require¬ 
ments  of  the  Commissioner,  will  be  in 
such  form  as  to  permit  a  speedy  and 
effective  audit,  and,  as  may  otherwise 
be  prescribed  by  the  Commissioner,  will 
be  maintained  for  such  periods  of  time 
as  may  be  prescribed  by  the  Commis¬ 
sioner  and  will  be  available  to  the  Com¬ 
missioner  and  to  the  Comptroller  Gen¬ 
eral  of  the  United  States  for  such 
examination  and  audits  as  they  may 
desire  to  make.  The  coiporatlon  shall 
file  with  the  Commissioner  and  mort¬ 
gagee  the  following  reports  verified  by 
the  signature  of  such  officers  of  the 
corporation  as  the  Commissioner  may 
designate  and  in  such  form  as  prescribed 
by  the  Commissioner: 

(1)  Monthly  or  quarterly  operating 
reports  as  and  when  required  by  the 
Commissioner; 

(2)  A  semi-annual  financial  state¬ 
ment  within  sixty  (60)  days  after  Uie 
semi-annual  period  when  required  by 
the  Commissioner: 

(3)  Annual  reports  prepared  by  a  cer¬ 
tified  public  accountant  or  an  independ¬ 
ent  public  accountant,  within  sixty  (60) 
days  after  the  end  of  each  fiscal  year; 

(4)  Specific  answers  to  questions 
upon  which  Information  is  desired  from 
time  to  time  relative  to  the  operation  and 
condition  of  the  property  and  the  status 
of  the  insured  mortgage; 

(5)  Copies  of  minutes  of  stockholders’ 
meetings  certified  to  by  the  Secretary  of 
the  corporation,  within  thirty  (30)  days 
after  such  meetings  and,  when  requested 
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by  the  Commissioner,  copies  of  minutes 
of  directors’  meetings. 

(h)  Where  the  mortgagor  obtains  a 
supplementary  loan  to  purchase  and  re¬ 
sell  memberships,  downpayments  made 
by  purchasers  of  memberships  shall  not 
be  less  than  the  downpayments  requested 
in  the  original  sales  of  memberships. 

§  213.31  Exceptions  and  special  provi¬ 
sions. 

(a)  A  Public  Mortgagor  shall  not  be 
subject  to  regulation  and  restriction  by 
the  Commissioner  with  respect  to  mat¬ 
ters  set  forth  in  §§  213.24,  213.25,  213.29, 
and  213.30. 

(b)  If  the  mortgage  is  to  be  Insured 
after  completion  of  the  improvements, 
the  mortgagor  shall  not  be  subject  to  the 
requirement  of  9  213.27. 

(c>  In  addition  to  the  provisions  of 
this  part,  the  mortgagor  of  an  Investor 
Project  shall  be  subject  to  the  provisions 
of  9  207.19(b),  (Rate  of  return),  9  207.19 

(e) .  (Rent  and  charges) ,  and  9  207.26. 
(Form  of  contract),  of  this  chapter. 
Buch  mortgagor  shall  not  be  subject  to 
the  provisions  of  99  213.25.  213.30(d). 
and  213.34. 

(d)  If  the  mortgage  to  be  Insured  cov¬ 
ers  Existing  Construction,  99  213.33. 
213.34,  213.35,  213.36,  and  213.38  shall 
not  be  applicable. 

(e)  liie  provisions  of  9  213.27  shall 
apply  to  the  mortgage  covering  Existing 
Construction  only  where  Commissioner 
required  or  approved  repairs,  improve¬ 
ments,  alterations,  and  additions  are  In¬ 
volved  and  Insured  advances  are  to  be 
made.  In  such  cases,  assurance  of  com¬ 
pletion  of  the  project  shall  be  deemed 
to  refer  to  assurance  of  completion  of 
such  repairs,  improvements,  alterations, 
and  additions. 

(f)  The  provisions  of  9  213.28  shall 
apply  to  the  mortgage  covering  Existing 
Construction  only  to  the  extent  that 
Commissioner  required  or  approved  re¬ 
pairs,  improvements,  alterations,  and 
additions  are  involved  and  reference 
therein  relating  to  contracts,  subcon¬ 
tracts,  and  the  construction  of  the 
project  shall  be  deemed  to  refer  to  the 
construction  of  such  repairs.  Improve¬ 
ments.  alterations,  and  additions. 

(g)  The  provisions  of  9  213.28  shall 
not  apply  to  a  mortgage  covering  Exist¬ 
ing  Construction  which  covering  Ebcist- 
ing  Construction  which  does  not  Involve 
Commissioner  required  or  approved  re¬ 
pairs,  improvements,  alterations,  and 
additions,  except  that  as  to  such  Existing 
Construction  where  the  construction  of 
the  project  or  projects  was  commenced 
after  September  23,  1959,  inspection  by 
the  Commissioner  and  compliance  with 
the  provisions  of  section  212  of  the  Act 
relating  to  prevailing  wage  requirem^ts 
shall  be  a  prerequisite  of  mortgage  in¬ 
surance. 

(h)  The  provisions  of  9  213.28  shall 
not  apply  to  a  supplementary  loan  cov¬ 
ering  the  purchase  of  an  existing  com¬ 
munity  facility. 

(1)  Part  213  sections  and  portions  of 
sections  applicable  to  supplementary 
loans  are:  99  213.1(a),  (b),  (f).  (1),  (m), 
and  (n);  213.2;  213.3;  213.4;  213.6(d); 


213.7  (1)  and  (m) ;  213.8;  213.9(a); 
213.10;  213.18  (a),  (b)(1).  and  (c); 
213.27(e);  213.28  (a)  through  (f ) ;  and 
213.39. 

In  the  foregoing  provisions,  unless 
otherwise  Indicated: 

(1)  “mortgage”  shall  mean  "supple¬ 
mentary  loan.” 

(2)  “mortgagee”  shall  mean  “lender.” 

(3)  “mortgagor”  shall  mean  “bor¬ 
rower.’* 

(4)  “project”  shall  mean  “improve¬ 
ments,  repairs,  or  community  facilities.” 

§  213.32  Certificate  of  mortgagor  re¬ 
garding  use  of  property  for  transient 
or  hotel  purposes. 

The  mortgagor  shall  certify  under 
oath  that,  so  long  as  the  mortgage  is 
insured,  the  mortgagor  will  not  rent,  per¬ 
mit  the  rental,  or  permit  the  offering  for 
rental,  of  the  housing,  or  any  part 
thereof,  covered  by  such  mortgage  for 
transient  or  hotel  purposes.  For  the 
purpose  of  this  certificate,  rental  for 
transient  or  hotel  piu'poses  shall  mean 
(a)  rental  for  any  period  less  than  30 
days,  or  (b)  any  rental,  if  the  occupants 
of  the  housing  accommodations  are  pro¬ 
vided  customary  hotel  services  such  as 
room  service  for  food  and  beverages, 
maid  service,  furnishing  and  laundering 
of  linen,  and  bellboy  service. 

Adjustment  of  Mortgage  Amount 

S  213.33  Certification  of  cost  require¬ 
ments. 

(a)  Prior  to  Initial  endorsement  of 
the  mortgage  for  Insurance,  the  mort¬ 
gagor,  the  mortgagee,  and  the  Commis¬ 
sioner  shall  enter  into  an  agreement  In 
form  and  content  satisfactory  to  the 
Commissioner  for  the  purpose  of  pre¬ 
cluding  any  excess  of  mortgage  proceeds 
over  statutory  limitations.  Under  this 
agreement,  the  mortgagor  shall  disclose 
its  relationship  with  the  builder,  includ¬ 
ing  any  collateral  agreement,  and  shall 
agree: 

(1)  To  enter  Into  a  construction  con¬ 
tract,  the  terms  of  which  shall  depend 
on  whether  or  not  there  exists  an  iden¬ 
tity  of  Interest  between  the  mortgagor 
uid  the  builder. 

(2)  To  execute  a  Certificate  of  Actual 
Costs,  upon  completion  of  all  physical 
improvements  on  the  mortgaged  prop¬ 
erty. 

(3)  To  apply  in  reduction  of  the  out¬ 
standing  balance  of  the  principal  of  the 
mortgage  any  excess  of  mortgage  pro¬ 
ceeds  over  statutory  limitations  based 
on  actual  cost. 

(b)  The  provisions  of  paragraph  (a) 
of  this  section  relating  to  disclosure  and 
the  requirement  for  a  construction  con¬ 
tract  shall  not  apply  where  the  mort¬ 
gagor  is  the  general  contractor. 

§  213.34  Form  of  contract. 

’The  form  of  contract  between  the 
mortgagor  of  a  Management  Type  Proj¬ 
ect  and  builder  shall  be  determined  in 
accordance  with  the  following: 

(a)  Non-identity  of  interest.  If  it  is 
found  by  the  Commissioner  that:  (1)  no 
identity  of  Interest  exists  between  the 
mortgagor  or  any  of  Its  ofiQcers,  direc¬ 


tors  or  stockholders  and  the  general  con¬ 
tractor,  and  (2)  a  cost  plus  form  of  con¬ 
tract  is  not  required  in  the  interests  of 
the  Commissioner;  there  may  be  used  a 
lump  siun  form  of  contract. 

(b)  Identity  of  interest.  If  the  Com¬ 
missioner  does  not  make  the  findings  de¬ 
scribed  in  paragraph  (a)  of  this  section, 
the  form  of  contract  shall  provide  for 
pajrment  of  the  actual  cost  of  construc¬ 
tion,  not  to  exceed  an  upset  price  and 
may  provide  for  payment  of  a  specified 
builder’s  fee  in  addition  thereto.  The 
builder’s  fee  shall  not  exceed  a  reason¬ 
able  allowance  therefor  as  established  by 
the  Commissioner,  in  accordance  with 
customary  practices  in  the  area. 

(c)  Identity  of  interest — subcontrac¬ 
tor.  If  it  is  found  by  the  Commisslo  ler 
that  an  Identity  of  interest  exists  between 
the  mortgagor  or  any  of  its  officers,  di¬ 
rectors  or  stockholders  and  any  subcon¬ 
tractor  or  material  supplier,  the  mort¬ 
gagor  and  the  general  contractor  must 
certify  in  a  form  prescribed  by  the  Com¬ 
missioner  prior  to  final  endorsement  of 
the  mortgage  for  Insurance  that  the 
amounts  paid  to  such  subcontractor  or 
material  supplier  were  not  more  than  the 
rate  prevailing  in  the  locality  for  similar 
typ’  labor  and  materials. 

§  213.35  Certifirates  of  actual  ro!<t. 

(a)  The  mortgagor’s  certificate  of  ac¬ 
tual  cost,  in  a  form  prescribed  by  the 
Commisioner,  shall  be  submitted  upon 
completion  of  the  physical  Improvements 
to  the  satisfaction  of  the  Commissioner 
and  prior  to  final  endorsement.  The 
certificate  shall  show  the  actual  cost  to 
the  mortgagor,  after  deduction  of  any 
kickbacks,  rebates,  trade  discounts,  or 
other  similar  payments  to  the  mortgagor, 
or  to  any  of  its  officers,  directors,  stock¬ 
holders,  or  partners,  of: 

(1)  'The  construction  contract,  where 
the  mortgagor  and  the  general  contrac¬ 
tor  are  separate  entitles,  or  the  con¬ 
struction  of  the  project  where  the  mort¬ 
gagor  is  the  general  contractor  and  there 
is  no  such  contract.  In  the  case  of  a 
lump  sum  contract,  the  amount  shown 
in  the  cer,;lflcate  shall  Include  all  pay¬ 
ments  under  the  contract; 

(2)  In  the  case  of  a  cost  plus-fixed 
fee  contract  or  where  the  mortgagor  is 
the  general  contractor,  the  amount 
shown  in  the  certificate  shall  Include 
such  allowance  of  general  overhead 
items  as  are  acceptable  to  the  Commis¬ 
sioner  plus  a  reasonable  allowance  for 
the  builder’s  profit  as  established  by  the 
Commissioner. 

(3)  Architect’s  fee; 

(4)  Off-site  public  utilities  and  streeu. 
not  Included  in  tne  general  contract; 

^5)  Organizational  and  legal  work; 
and 

(6)  Other  items  of  expense  approved 
by  the  Commissioner. 

(b) (1)  Where  a  cost  plus  form  of  con¬ 
tract  is  iLsed,  the  mortgagor  shall  submit 
along  with  its  certification  of  actual  cost 
a  certification  of  the  general  contractor, 
in  a  form  prescribed  by  the  Commis¬ 
sioner,  as  to  all  actual  costs  paid  for 
labor,  materials  and  subcontract  work 
under  the  general  contract  exclusive  of 


FEDERAL  REGISTER,  VOL.  36,  NO.  246— WEDNESDAY,  DECEMBER  22,  1971 
No.  246— Pt.  II— Bee.  1 - 21 


2ir)r)2 

the  builder’s  fee  and  any  kickbacks,  re¬ 
bates,  trade  discounts,  or  other  similar 
payments  to  the  general  contractor,  the 
mortgagor,  or  any  of  its  oflBcers,  direc¬ 
tors,  stockholders  or  partners. 

(2)  Where  it  is  determined  by  the 
Commissioner  that  an  identity  of  interest 
exists  between  the  mortgagor  or  any  of 
its  officers,  directors,  stockholders  or 
partners  and  any  subcontractor,  material 
supplier,  or  equipment  lessor,  the  mort¬ 
gagor  may  be  required  by  the  Commis¬ 
sioner  to  submit  a  certification  of  actual 
cost  by  such  subcontractor,  material 
supplier,  or  equipment  lessor,  in  a  form 
prescribed  by  the  Commissioner,  as  to  all 
actual  costs  paid  for  labor,  materials, 
subcontracts  and  overhead  exclusive  of 
any  kickbacks,  rebates,  trade  discounts, 
or  other  similar  pasmients  to  the  general 
contractor,  the  mortgagor  or  any  of  its 
officers,  directors,  stockholders  or  part¬ 
ners.  Where  the  use  of  a  cost  plus  form 
of  contract  is  required  by  the  Commis¬ 
sioner,  and  it  Is  determined  by  the  Com¬ 
missioner  that  an  identity  of  Interest 
exists  between  the  general  contractor 
and  any  subcontractor,  material  sup¬ 
plier,  or  equipment  lessor,  the  mortgagor 
may  be  required  by  the  Commissioner  to 
submit  a  certification  of  actual  cost  by 
such  subcontractor,  matciial  supplier,  or 
equipment  lessor. 

(c)  The  mortgagor  shall  keep  and 
maintain  adequate  records  of  all  cost  of 
any  construction  or  other  cost  items  not 
representing  work  under  the  general 
contract  and,  in  the  case  of  a  cost  plus 
contract,  shall  require  the  builder  to  keep 
similar  records  and,  upon  request  by  the 
Commissioner,  shall  make  available  for 
examination  such  records  including  any 
collateral  agreements. 

(d)  The  certificate  of  actual  cost  shall 
be  verified  by  an  independent  Certified 
Public  Accountant  or  independent  public 
accountant  in  a  manner  acceptable  to 
the  Commissioner. 

§  213.36  Adjustment  resulting  from 
cost  certification. 

Upon  receipt  of  the  mortgagor’s  cer¬ 
tification  of  actual  cost  there  shall  be 
added  to  the  total  amoimt  theieof  the 
Commissioner’s  estimate  of  the  fair  mar¬ 
ket  value  of  any  land  included  in  the 
mortgage  security  and  owned  by  the 
mortgagor  in  fee,  such  value  being  prior 
to  the  construction  of  the  improvements. 
In  the  event  the  land  is  held  under  a 
leasehold  or  other  Interest  less  than  a 
fee,  the  cost,  if  any,  of  acquiring  the 
leasehold  or  other  interest  is  considered 
an  allowable  expense  which  may  be 
added  to  actusd  cost,  provided  that  in  no 
event  such  amount  is  in  excess  of  the 
fair  market  value  of  such  leasehold  or 
other  interest  exclusive  of  proposed  im¬ 
provements.  If  the  principal  obligation 
of  the  mortgage  exceeds  the  approved 
percentage  of  this  total  amount,  the 
mortgage  shall  be  reduced  by  the 
amount  of  such  excess  prior  to  final 
endorsement  for  insurance. 

§  213.37  Reliabilitalion  projects. 

In  the  event  the  mortgage  is  to  finance 
repair  or  rehabilitation  the  mortgagor’s 
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actual  cost  of  such  repair  or  rehabilita¬ 
tion  may  include  the  items  of  expense 
permitted  for  new  construction  in  ac¬ 
cordance  with  either  paragraph  (a)  or 
paragraph  (b)  of  S  213.35  and  the  ap¬ 
plicable  cost  certification  procedure  de¬ 
scribed  therein  will  be  required;  provided 
such  mortgage  shall  be  subject  to  the 
following  limitations: 

(a)  Property  held  in  fee.  If  no  part 
of  the  proceeds  will  be  used  to  finance 
the  purchase  of  the  land  or  structures 
involved  the  mortgage  shall  be  reduced 
to  an  amount  not  to  exceed  100  percent 
of  the  approved  cost  of  the  completed 
repairs  or  rehabilitation. 

(b)  Property  subject  to  existing  mort¬ 
gage.  If  the  insured  mortgage  is  to  in¬ 
clude  the  cost  of  refinancing  an  existing 
mortgage  acceptable  to  the  Commis¬ 
sioner,  the  amoimt  of  the  existing  mort¬ 
gage  or  the  approved  percentage  of  the 
Commissioner’s  estimate  of  the  fair  mar¬ 
ket  value,  of  land  and  existing  improve¬ 
ments  prior  to  repair  or  rehabilitation, 
whichever  is  the  lesser,  shall  be  added  to 
the  actual  cost  of  the  repair  or  reha¬ 
bilitation.  If  the  principal  obligation  of 
the  insured  mortgage  exceeds  the  total 
amount  thus  obtained,  the  mortgage 
shall  be  reduced  by  the  amount  of  such 
excess,  prior  to  final  endorsement  for 
insurance. 

(c)  Property  to  be  acquired.  If  the 
mortgage  is  to  include  the  cost  of  land 
and  improvements,  and  the  purchase 
price  thereof  is  to  be  financed  with  part 
of  the  mortgage  proceeds,  the  purchase 
price,  or  the  Commissioner’s  estimate  of 
the  fair  market  value,  of  land  and  exist¬ 
ing  improvements  prior  to  repair  or  re¬ 
habilitation,  whichever  is  the  lesser, 
.shall  be  added  to  the  actual  cost  of  the 
repair  or  rehabilitation.  If  the  princi¬ 
pal  obligation  of  the  Insured  mortgage 
exceeds  the  approved  percentage  of  this 
amount,  the  mortgage  shall  be  reduced 
by  the  amount  of  such  excess,  prior  to 
final  endorsement  for  insurance. 

P  213.38  Requisiles  of  agreement  and 
certification. 

(a)  Any  agreement,  undertaking, 
statement  or  certification  required  by 
§  213.35  shall  specifically  state  that  it 
has  been  made,  presented,  and  delivered 
for  the  purpose  of  influencing  an  official 
action  of  the  Federal  Housing  Adminis¬ 
tration,  and  of  the  Federal  Housing 
Commissioner,  and  may  be  relied  ui>on 
by  the  Commissioner  as  a  true  statement 
of  the  facts  contained  therein. 

(b)  Upon  the  Commissioner’s  ap¬ 
proval  of  the  mortgagor’s  certification  as 
required  by  §  213.35  such  certification 
shall  be  final  and  incontestable  except 
for  fraud  or  material  misrepresentation 
on  the  part  of  the  mortgagor. 

Eligible  Mortgagees  and  Lenders 
§  213.39  Qualifications. 

The  provLsions  of  §§  203.1. to  203.4, 
203.6  to  203.9,  and  203.51  through  203.54 
of  this  chapter  shall  apply  and  govern 
the  eligibility,  qualifications  and  require¬ 
ments  of  mortgagees  and  lenders  under 
this  subpart. 


Property  Requirements 
§  213.40  Eligibility  of  property. 

(a)  A  mortgage  to  be  eligible  for  in¬ 
surance  shall  be  on  real  estate  held ; 

( 1 )  In  fee  simple ;  or 

(2)  On  the  interest  of  the  lessee  under 
a  lease  for  not  less  than  ninety-nine  years 
which  is  renewable:  or 

(3)  Under  a  lease  having  a  period  of 
not  less  than  seventy-five  years  to  run 
from  the  date  the  mortgage  is  executed, 
or 

(4)  Under  a  lease  executed  by  a  gov¬ 
ernment  agency,  an  Indian  or  an  Indian 
tribe  for  the  maximum  term  consistent 
with  the  legal  authority  for  the  execu¬ 
tion  of  such  lease,  provided  that  the  term 
of  any  such  lease  shall  nm  for  a  period 
of  not  less  than  fifty  years  from  the  date 
the  mortgage  is  executed. 

(b)  The  property  constituting  security 
for  the  mortgage  shall  be  held  by  an  eli¬ 
gible  mortgagor  as  herein  defined  and 
shall  at  the  time  the  mortgage  is  Insured 
be  free  and  clear  of  all  liens  other  than 
that  of  such  mortgage  except  as  other¬ 
wise  provided  in  this  subpart. 

§  213.42  Minimum  number  of  units. 

'The  project  shall  consist  of  not  less 
than  five  dwelling  units  which  may  be 
detached,  semidetached,  or  row  house, 
or  mulUfamily  structures.  In  the  case 
of  a  Sales  Project,  such  units  shall  be 
single-family  dwellings. 

Title 

§  213.43  Eligibility  of  title. 

In  order  for  the  mortgaged  property  to 
be  eligible  for  insurance,  the  Commis¬ 
sioner  must  determine  that  marketable 
title  thereto  is  vested  in  the  mortgagor 
as  of  the  date  the  mortgage  is  filed  for 
record.  'The  title  evidence  will  be  exam¬ 
ined  by  the  Commissioner  and  the  orig¬ 
inal  endorsement  of  the  credit  instru¬ 
ment  for  Insurance  will  be  evidence  of  Its 
acceptability. 

§213.44  Title  evidence. 

(a)  Upon  Insurance  of  the  mortgage, 
the  mortgagee  shall  furnish  to  the  Com¬ 
missioner  a  survey  of  the  mortgaged 
property,  satisfactory  to  him,  and  a  pol¬ 
icy  of  title  insurance  covering  such 
property,  as  provided  in  subparagraph 

(1)  of  this  paragraph.  If,  for  reasons 
the  Commissioner  deems  satisfactory, 
title  insurance  cannot  be  furnished,  the 
mortgagee  shall  furnish  such  evidence 
of  title  in  accordance  with  subparagraph 

(2) ,  (3),  or  (4)  of  this  paragraph,  as  the 
Commissioner  may  require.  Any  survey, 
policy  of  title  insurance,  or  evidence  of 
title  required  under  this  section  shall  be 
furnished  without  expense  to  the  Com¬ 
missioner.  The  types  of  title  evidence 
are: 

(1)  A  policy  of  title  Insurance  issued 
by  a  company  and  in  a  form  satisfactory 
to  the  Commissioner.  'The  policy  shall 
name  as  the  insureds  the  mortgagee  and 
the  Secretary  of  Housing  and  Urban  De¬ 
velopment,  as  their  respective  interests 
may  appear.  ’The  policy  shall  provide 
that  upon  acquisition  of  title  by  the 
mortgagee  or  the  Secretary,  it  will  be¬ 
come  an  owner’s  policy  running  to  the 
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mortgagee  or  the  Secretary,  as  the  case 
may  be. 

(2)  An  abstract  of  title  satisfactory 
to  the  Commissioner,  prepared  by  an 
abstract  company,  or  individual  engaged 
In  the  business  of  preparing  abstracts 
of  title,  accompanied  by  a  legal  opinion 
satisfactory  to  the  Commissioner,  as  to 
the  quality  of  such  title,  signed  by  an 
attorney  at  law  experienced  In  the  ex¬ 
amination  of  titles. 

(3)  A  Torrens  or  similar  title  certifi¬ 
cate. 

(4)  Evidence  of  title  conforming  to 
the  standards  of  a  supervising  branch 
of  the  Government  of  the  United  States 
of  America,  or  of  any  State  or  Territory 
thereof. 

(b)  The  survey  required  by  paragraph 

(a)  of  this  section  need  not  be  fumlslied 
In  connection  with  a  project  Involving 
rehabilitation  where  the  mortgage  does 
not  exceed  $200,000. 

Other  Eligible  Mortgages 

§  213.45  Eligibility  of  miscellaneous 
type  mortgages. 

(a)  A  mortgage  executed  by  a  mort¬ 
gagor  of  a  Management  Ty^  project 
covering  five  or  more  imlts  and  which 
meets  the  requirements  of  this  part,  ex¬ 
cept  as  modified  by  this  section  shall  be 
eligible  for  Insurance  imder  this  part. 

(b)  The  mortgage  may  be  accepted  for 
Insurance  If — 

(1)  Executed  In  connection  with  the 
sale  by  the  Government,  or  any  agency 
or  official  thereof,  of  any  housing  ac¬ 
quired  or  constructed  imder  Public  Law 
849,  Seventy-sixth  Congress,  as 
amended;  Public  Law  781,  Seventy-sixth 
Congress,  as  amended;  or  Public  Laws  9, 
73,  or  353,  Seventy-seventh  Congress,  as 
amended  (Including  any  additional  prop¬ 
erty  acquired,  held,  or  construct^  In 
connection  with  such  housing  or  to  serve 
the  Inhabitants  thereof) ;  or 

(2)  Executed  In  connection  with  the 
sale  by  the  Public  Housing  Administra¬ 
tion,  or  by  any  public  housing  agency 
with  the  approval  of  the  said  Adminis¬ 
tration,  of  any  housing  (Including  any 
additional  property  acquired,  held,  or 
constructed  In  connection  with  such 
housing  or  to  serve  the  Inhabitants 
thereof)  owned  or  financially  assisted 
pursuant  to  the  provisions  of  Public  Law 
671,  Seventy-sixth  Congress;  or 

(3)  Executed  In  connection  with  the 
sale  by  the  Government,  or  any  agency 
or  official  thereof,  or  any  of  the  so-called 
Greenbelt  towns,  or  parts  thereof.  In¬ 
cluding  projects,  or  parts  thereof,  known 
as  Greenhllls,  Ohio;  Greenbelt,  Mary¬ 
land;  and  Greendale,  Wisconsin,  devel¬ 
oped  under  the  Emergency  Relief  Ap¬ 
propriation  Act  of  1935;  or  of  any  of  the 
vlUeige  properties  or  employee’s  housing 
under  the  Jurisdiction  of  tlie  Tennessee 
Valley  Authority;  or  of  any  housing 
under  the  Jurisdiction  of  the  Department 
of  the  Interior  located  within  the  town 
area  of  Coulee  Dam,  Washington,  ac¬ 
quired  by  the  United  States  for  the  con¬ 
struction,  operation,  and  maintenance 
of  Grand  Coulee  Dam  and  Its  appurte¬ 
nant  works  or  of  any  permanent  housing 
under  the  Jurisdiction  of  the  Department 
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of  the  Interior  constructed  under  the 
Boulder  Canyon  Project  Act  of  Decem¬ 
ber  21,  1928,  as  amended  and  suj^le- 
mented,  located  within  the  Boulder  City 
municipal  area;  or 

(4)  Executed  in  connection  with  the 
sale  by  the  Government,  or  any  agency 
or  official  thereof,  of  any  housing  (In¬ 
cluding  any  property  acquired,  held,  or 
constructed  in  connection  therewith  or 
to  serve  the  Inhabitants  thereof)  pur¬ 
suant  to  the  Atomic  Energy  Community 
Act  of  1955,  as  amended:  Provided,  That 
such  Insurance  shall  be  issued  without 
regard  to  any  preferences  or  priorities 
except  those  prescribed  by  the  National 
Housing  Act  or  the  Atomic  Energy  Com¬ 
munity  Act  of  1955,  as  amended;  or 

(5)  Executed  In  connection  with  the 
sale  by  a  State  or  municipality,  or  an 
agency.  Instrumentality,  or  political  sub¬ 
division  of  either,  of  a  project  consisting 
of  any  permanent  housing  (Including  any 
property  acquired,  held  or  constructed 
In  connection  therewith  or  to  serve  the 
Inhabitants  thereof),  constructed  by  or 
on  behalf  of  such  State,  municipality, 
agency.  Instrumentality  or  political  sub¬ 
division,  for  the  occupancy  of  veterans 
(as  defined  In  §  203.12  of  this  chapter) 
their  families  and  others:  Provided,  That 
In  no  case  may  the  principal  obligation 
of  a  mortgage  referred  to  In  this  sub- 
paragraph  exceed  90  percent  of  the  ap¬ 
praised  value  of  the  mortgaged  property; 
or 

(6)  Executed  In  connection  with  the 
first  resale,  within  two  years  from  the 
date  of  Its  acquisition  from  the  Govern¬ 
ment,  of  any  portion  of  a  project  or  prop¬ 
erty  of  the  character  described  in  sub- 
paragraphs  (1).  (2),  (3).  and  (4)  of  this 
paragraph. 

(c)  [Reserved] 

(d)  A  mortgage  given  to  refinance  an 
existing  mortgage  insured  under  the  act 
may  be  Insured  under  this  subpart  pur¬ 
suant  to  section  223(a)  (7)  of  the  act. 
The  new  mortgage  shall  be  limited  In 
amount  and  In  term  as  follows: 

( 1 )  The  principal  of  the  new  mortgage 
shall  not  exceed  the  lowest  of  these 
amounts: 

(1)  The  original  principal  amount  of 
the  existing  insured  mortgage. 

(11)  The  unpaid  principal  amount  of 
the  existing  Insured  mortgage,  to  which 
may  be  added — 

(a)  The  outstanding  indebtedness  in¬ 
curred  In  connection  with  capitsd  Im¬ 
provements  made  to  the  property  which 
are  acceptable  to  the  Commissioner. 

(b)  The  costs,  as  determined  by  the 
Commissioner,  of  capital  Improvements, 
upgrading  or  additions  required  to  be 
made  to  the  property. 

(c)  Loan  closing  charges. 

(ill)  90  percent  of  the  Commissioner’s 
estimate  of  the  value  of  the  property 
after  completion  of  the  repairs,  improve¬ 
ments  or  additions  to  the  property. 

(2)  The  term  of  the  new  mortgage 
shall  not  exceed  the  unexplred  term  of 
the  existing  mortgage,  except  that  it 
may  have  a  term  of  not  more  than  12 
years  in  excess  of  the  unexpired  term  of 
the  existing  mortgage  In  any  case  in 


which  the  Commissioner  determines  that 
the  insurance  of  tlie  mortgage  for  an 
additional  term  will  Inure  to  the  benefit 
of  the  applicable  insurance  fund,  taking 
Into  consideration  the  outetanffing  in¬ 
surance  liability  under  the  existing  in¬ 
sured  mortgage. 

(e)  Tlie  Commissioner  may  Insure 
under  this  part,  without  regard  to  any 
limitation  upon  eligibility  contained  In 
this  subpart,  any  mortgage  assigned  to 
him  In  connection  with  payment  under 
a  contract  of  mortgage  Insurance,  or 
executed  In  connection  with  a  sale  by 
him  of  any  property  acquired  under  any 
section  or  title  of  the  Act. 

§  213.45a  Eligibility  of  morlgagcH  rov- 
rring  hour.ing  in  certain  neighbor* 
hoods. 

(a)  A  mortgage  financing  the  repair, 
rehabilitation,  construction,  or  purchase 
of  property  located  In  an  older  declining 
urban  area  shall  be  eligible  for  Insurance 
under  this  subpart  subject  to  compliance 
with  the  additional  requirements  of  this 
section. 

(b)  The  mortgage  shall  meet  all  of  the 
requirements  of  this  subpart,  except  such 
requirements  (other  than  those  relating 
to  labor  standards  and  prevailing  wages) 
as  are  judged  to  be  not  applicable  on  the 
basis  of  the  following  determinations  to 
be  made  by  the  Commissioner: 

(1)  That  the  conditions  of  the  area  in 
which  the  property  is  located  prevent  the 
application  of  certain  eligibility  require¬ 
ments  of  this  subpart. 

(2)  That  the  area  is  reasonably  viable, 
and  there  is  a  need  in  the  area  for  ade¬ 
quate  housing  for  families  of  lower 
income, 

(3)  That  the  mortgage  to  be  Insured  is 
an  acceptable  risk. 

(c)  Mortgages  complying  with  the  re¬ 
quirements  of  this  section  shall  be  in¬ 
sured  under  this  subpart  pursuant  to  sec¬ 
tion  223(e)  of  the  National  Housing  Act. 
Such  mortgages  shall  be  Insured  under 
and  be  the  obligation  of  the  Special  Risk 
Insurance  Fimd. 

Extension  of  Time  and  Protection  of 
Work  in  Process 

§  213.46  Actions  by  Commissioner. 

Where  the  mortgagee  or  lender  has 
failed  to  take  action  within  the  period 
of  time  required  In  order  to  prevent  the 
expiration  of  a  commitment  or  In  order 
to  reopen  an  expired  commitment,  the 
Commissioner  may  extend  such  period 
and  may  retroactively  reinstate  or  re¬ 
open  such  commitment. 

§  213.249  Effect  of  amendments. 

The  regulations  In  this  subpart  may  be 
amended  by  the  Commissioner  at  any 
time  and  from  time  to  time,  in  whole  or 
In  part,  but  such  amendment  shall  not 
adversely  affect  the  Interests  of  a  mort¬ 
gagee  or  lender  under  the  contract  of  in¬ 
surance  on  any  mortgage  or  loan  already 
insured  and  shall  not  adversely  affect  the 
Interests  of  a  mortgagee  or  lender  on  any 
mortgage  or  loan  to  be  insured  on  which 
the  Commissioner  has  made  a  commit¬ 
ment  to  Insure. 
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Subpart  B — Contract  Rights  and  Ob¬ 
ligations — Projects 

§  213.251  Incorporation  by  reference. 

(a)  An  of  the  provisions  of  Subpart 
B,  Part  207  of  this  chapter  covering 
mortgages  Insured  imder  section  207  of 
the  National  Housing  Act,  apply  with 
full  force  and  effect  to  mortgages  in¬ 
sured  under  section  213  of  the  National 
Housing  Act,  except  the  following  pro¬ 
visions: 

Sec. 

207.251  Definitions. 

207.252  Plrst,  second  and  third  premiums. 

207.253  Adjusted  premium  charge. 

207.254  Form  of  endorsement. 

(b)  For  the  purposes  of  this  subpart, 
all  references  in  Part  207  of  this  chapter 
to  section  207  of  the  National  Housing 
Act  shall  be  deemed  to  refer  to  section 
213  of  the  act,  and  all  references  in  Part 
207  of  this  chapter  to  the  General  Insur¬ 
ance  F\md  shall  be  deemed  to  refer  to 
the  Cooperative  Management  Housing 
Insurance  Pimd  in  cases  involving  mort¬ 
gages  which  are  the  obligation  of  the  Co¬ 
operative  Management  Housing  Insur¬ 
ance  Fund. 

(c)  The  provisions  of  §§  207.255, 
207.256,  207.257,  207.261,  207.262  and 
207.263  of  this  chapter  shall  apply  to 
supplementary  loans  insured  under  sec¬ 
tion  213(j)  of  the  Act.  In  connection 
\rtth  the  foregoing  provisions  the  terms 
“mortgagor”,  “mortgagee”,  “mortgage” 
shall  be  construed  to  mean  “borrower”, 
“lender”,  and  “supplementary  loan,  in¬ 
cluding  required  security  instrument”. 

(d)  Where  the  provisions  of  this  sub¬ 
part  are  applicable  to  supplementary 
loans,  the  terms  “mortgagor”,  “mort¬ 
gagee”,  “mortgage”,  shall  be  construed  to 
mean  “borrower”,  “lender”,  and  “supple¬ 
mentary  loan,  including  required  security 
instrument”. 

(e)  Where  the  provisions  of  this  sub¬ 
part  are  applicable  to  operating  loss 
loans,  the  terms  “mortgagor,”  “mortga¬ 
gee”  and  “mortgage”  shall  be  construed 
to  mean  “borrower,”  “lender”  and  “op¬ 
erating  loss  loan.  Including  required  se¬ 
curity  Instrument,”  respectively. 

§  213.252  Definitions. 

The  definitions  contained  in  §  213.1 
shall  apply  to  this  subpart  and  in  addi¬ 
tion  the  following  terms  shall  have  the 
meaning  Indicated. 

(a)  “Contract  of  Insurance”  means 
the  agreement  evidenced  by  endorsement 
of  the  credit  Instrument  by  the  Commis¬ 
sioner  or  his  duly  authorized  representa¬ 
tive  and  Includes  the  terms,  conditions 
and  provisions  of  this  subpart  and  of  the 
National  Housing  Act. 

(b)  “Insured  mortgage”  means  a 
mortgage  which  has  been  insured  by  the 
endorsement  of  the  credit  Instrument  by 
the  Commissioner. 

(c)  “Mortgage”  means  such  a  first  lien 
upon  real  estate  and  other  property  as 
is  commonly  given  to  secure  advances  on, 
or  the  unpaid  purchase  price  of,  real 
estate  xmder  the  laws  of  the  State,  dis¬ 
trict  or  territory  in  which  the  real  estate 
is  located,  together  with  the  credit  in- 
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strument  or  instnunents,  if  any,  secured 
thereby.  In  any  instance  where  an  op¬ 
erating  loss  loan  is  involved,  the  term 
shall  Include  both  the  original  mortgage 
and  the  instrument  securing  the  operat¬ 
ing  loss  loan. 

(d)  “Mortgagee”  means  the  original 
lender  under  a  mortgage,  its  successors 
and  such  of  its  assigns  as  are  approved 
by  the  Commissioner,  and  includes  the 
holders  of  the  credit  instnunents  issued 
under  a  trust  indenture,  mortgage  or 
deed  of  trust  pmsuant  to  which  such 
holders  act  by  and  through  a  trustee 
therein  named. 

(e)  “Mortgagor”  means  the  original 
borrower  under  a  mortgage  and  its  suc¬ 
cessors  and  such  of  its  assigns  are  are 
approved  by  the  Commissioner. 

(f)  “Project  Mortgage”  means  a 
blanket  mortgage  insured  imder  section 
213  of  the  Act,  covering  a  group  of  not 
less  than  five  single-family  dwellings. 

§  213.253.  Premiums  upon  initial  en¬ 
dorsement. 

(a)  Management  and  Sales  Types  and 
Investor  Sponsored  Projects.  The  mort¬ 
gagee,  upon  the  initial  endorsement  of 
the  mortgage  for  insurance,  shall  pay  to 
the  Commissioner  a  first  mortgage  in¬ 
surance  premium  equal  to  one-hsJf  of 
one  percent  of  the  original  face  amount 
of  the  mortgage. 

(b)  Purchasing  cooperatives.  The 
provisions  of  paragraph  (a)  of  this  sec¬ 
tion  do  not  apply  to  the  mortgage  of  a 
purchasing  nonprofit  cooperative  hous¬ 
ing  corporation  or  trust  where  such 
mortgage  is  endorsed  for  insurance  pur¬ 
suant  to  the  sale  of  an  Investor  Spon¬ 
sored  Project  to  such  purchasing 
nonprofit  cooperative  housing  corpora¬ 
tion  or  trust. 

(c)  Existing  Construction.  The  pro¬ 
visions  of  paragraph  (a)  shall  apply  to 
a  mortgage  covering  Existing  Construc¬ 
tion  which  involves  insurance  of  ad¬ 
vances  for  Commissioner  approved  or 
required  repairs,  improvements,  altera¬ 
tions  and  additions. 

(d)  Operating  loss  loans  and  supple¬ 
mentary  loans.  The  provisions  of  para¬ 
graph  (a)  of  this  section  shall  apply  to 
any  operating  loss  loan  and  to  any  sup¬ 
plementary  loan,  except  a  supplementary 
loan  to  finance  the  acquisition  of  an 
existing  community  facility. 

§  213.254  Premiums  where  first  princi¬ 
pal  payment  more  than  one  year 
after  initial  endorsement. 

(a)  Management  and  Sales  Types  and 
Investor  Sponsored  Projects.  (1)  If  the 
date  of  the  first  principal  payment  is 
more  than  one  year  following  the  date 
of  such  initial  insurance  endorsement, 
the  mortgagee,  upon  the  anniversary  of 
such  insurance  date,  shall  pay  a  second 
premium  equal  to  one-half  of  one  percent 
of  the  original  face  amount  of  the  mort¬ 
gage.  On  the  date  of  the  first  principal 
payment,  the  mortgagee  shall,  pay  a  third 
premium  equal  to  one-half  of  one  per¬ 
cent  of  the  average  outstanding  principal 
obligation  of  the  mortgage  for  the  fol¬ 
lowing  year  which  shall  be  adjusted  so 
as  to  accord  with  such  date  and  so  that 


the  aggregate  of  the  first,  second  and 
third  premiums  shall  equal  the  sum  of  (!) 
one  percent  of  the  average  outstanding 
principal  obligation  of  the  mortgage  for 
the  year  following  the  date  of  initial 
Insurance  endorsement,  and  (ii)  one-half 
of  one  percent  per  annum  of  the  average 
outstanding  principal  obligation  of  the 
mortgage  for  the  period  from  the  first 
anniversary  of  the  date  of  initial  in¬ 
surance  endorsement  to  one  year  follow¬ 
ing  the  date  of  the  first  principal 
payment. 

(2)  If  the  date  of  the  first  principal 
payment  of  a  mortgage  is  more  than  one 
year  following  the  date  of  the  initial  in¬ 
surance  endorsement  and  the  mortgage 
is  paid  in  full  prior  to  the  date  of  such 
first  principal  payment,  the  first  and 
second  premiums  collected  shall  be  ad¬ 
justed  so  that  the  aggregate  of  the  two 
premiums  shall  equal  the  sum  of  (i)  one 
percent  of  the  average  outstanding  prin¬ 
cipal  obligation  of  the  mortgage  for  the 
year  followdng  the  date  of  the  initial 
insiuance  endorsement,  and  (11)  one-half 
of  one  percent  per  annum  of  the  average 
outstanding  principal  obligation  of  the 
mortgage  for  the  period  from  the  first 
anniversary  of  the  date  of  Initial  en¬ 
dorsement  to  the  date  the  mortgage  was 
paid  in  full. 

(b)  Purchasing  cooperatives.  The 
provisions  of  paragraph  (a)  of  this  sec¬ 
tion  do  not  apply  to  the  mortgage  of  a 
purchasing  nonprofit  cooperative  hous¬ 
ing  corporation  or  trust  where  such 
mortgage  is  endorsed  for  insurance  pur¬ 
suant  to  the  sale  of  an  Investor  Spon¬ 
sored  Project  to  such  purchasing 
nonprofit  cooperative  housing  corpora¬ 
tion  or  trust. 

(c)  Existing  Construction.  The  pro¬ 
visions  of  paragraph  (a)  shall  apply  to 
a  mortgage  covering  Existing  Construc¬ 
tion  which  involves  insurance  of  ad¬ 
vances  for  Commissioner  approved  or  re¬ 
quired  repairs,  improvements,  alterations 
and  additions. 

(d)  Supplementary  loan;  insurance  of 
advances.  The  provisions  of  paragraph 
(a)  shall  apply  to  any  supplementary 
loan  involving  Insurance  of  advances. 

§  213.2.55  Premiums  where  first  princi¬ 
pal  payment  one  year  or  less  after 
initial  endorsement. 

(a)  Management  and  Sales  Types  and 
Investor  Sponsored  Projects.  (1)  If  the 
date  of  the  first  principal  pajmient  is 
one  year,  or  le-ss  than  one  year  following 
the  date  of  such  initial  Insurance  en¬ 
dorsement,  the  mortgagee,  upon  such 
first  principal  payment  date,  shall  pay  a 
second  premium  equal  to  one-half  of  one 
percent  of  the  average  outstanding  prin¬ 
cipal  obligation  of  the  mortgage  for  the 
following  year  which  shall  be  adjusted 
so  as  to  accord  with  such  date  and  so 
that  the  aggregate  of  the  first  and  second 
premiums  shall  equal  the  sum  of  (1)  one 
percent  per  annum  of  the  average  out¬ 
standing  principal  obligation  of  the 
mortgage  for  the  period  from  the  date  of 
initial  insurance  endorsement  to  the  date 
of  first  principal  payment,  and  (li)  one- 
half  of  one  percent  of  the  average 
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outstanding  principal  obligation  of  the 
mortgage  for  the  year  following  the  date 
of  the  first  principal  pajunent. 

(2)  If  the  date  of  the  first  principal 
payment  of  a  mortgage  Is  one  year  or 
less  than  one  year  following  the  date  of 
the  initial  Insurance  endorsement  and 
the  mortgage  Is  paid  in  full  prior  to  the 
date  of  such  first  principal  payment,  the 
first  and  only  premium  collected  shall 
be  adjusted  so  that  the  total  premium 
shall  equal  one  percent  per  anniun  of 
the  average  outstanding  principal  ob¬ 
ligation  of  the  mortgage  for  the  period 
from  the  date  of  Initial  Insurance  en¬ 
dorsement  to  the  date  the  mortgage  was 
paid  In  full. 

(b)  Purchasing  cooperatives.  The 
provisions  of  paragraph  (a)  of  this  sec¬ 
tion  do  not  apply  to  the  mortgage  of  a 
purchasing  nonprofit  cooperative  hous¬ 
ing  corporation  or  trust  where  such 
mortgage  Is  endorsed  for  Insimance  pur¬ 
suant  to  the  sale  of  an  Investor  Sp>on- 
sored  Project  to  such  purchasing  non¬ 
profit  cooperative  housing  corporation 
or  trust. 

(c)  Existing  Construction.  The  provi¬ 
sions  of  paragraph  (a)  shall  apply  to  a 
mortgage  covering  Elxlstlng  Construction 
which  Involves  Insurance  of  advances  for 
Commissioner  approved  or  required  re¬ 
pairs,  Improvements,  alterations  and 
additions. 

(d)  Supplementary  loan;  insurance  of 
advances.  The  provisions  of  paragraph 

(a)  shall  apply  to  a  supplementary  loan 
Involving  Insurance  of  advances. 

S  213.256  Premiums;  insurance  upon 
completion. 

(a)  Management  and  Sales  Types 
and  Investor  Sponsored  Projects. 
(1)  Where  the  mortgage  Is  initially  and 
finally  endorsed  for  Insurance  pursuant 
to  a  Commitment  to  Insure  Upon  Com¬ 
pletion,  the  mortgagee  on  the  date  of  the 
first  principal  payment  shall  pay  a  sec¬ 
ond  premium  equal  to  one-half  of  one 
percent  of  the  average  outstanding 
principal  obligation  of  the  mortgage  for 
the  year  following  such  first  principal 
payment  date  which  shall  be  adjusted 
so  as  to  accord  with  such  date  and  so 
that  the  aggregate  of  the  first  and  sec¬ 
ond  premiums  shall  equal  the  sum  of 
one-half  of  one  percent  per  annum  of 
the  average  outstanding  principal  obli¬ 
gation  of  the  mortgage  for  the  period 
from  the  date  of  the  Insurance  endorse¬ 
ment  to  one  year  following  the  date  of 
the  first  principal  payment. 

(2)  Where  the  mortgage  Is  Initially 
and  finally  endorsed  for  insurance  pur¬ 
suant  to  a  Commitment  to  Insiu'e  Upon 
Completion  and  Is  paid  In  full  prior  to 
the  date  of  the  first  principal  payment, 
the  first  and  only  premium  collected 
shall  be  adjusted  so  that  the  total  pre- 
miiun  shall  equal  one-half  of  one  percent 
per  anniun  of  the  average  outstanding 
principal  obligation  of  the  mortgage  for 
the  period  from  the  date  of  the  Insur¬ 
ance  endorsement  to  the  date  the  mort¬ 
gage  was  paid  In  full. 

(b)  Purchasing  cooperatives.  The 
provisions  of  paragraph  (a)  of  this  sec¬ 
tion  do  not  apply  to  the  mortgage  of  a 
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purchasing  nonprofit  cooperative  hous¬ 
ing  corporation  or  trust  where  such 
mortgage  Is  endorsed  for  Insurance  pur¬ 
suant  to  the  sale  of  an  Investor  Spon¬ 
sored  Project  to  such  purchasing  non¬ 
profit  cooperative  housing  corporation 
or  trust. 

(c)  Existing  Construction.  The  pro¬ 
visions  of  paragraph  (a)  shall  apply  to 
Existing  Construction  not  involving  In- 
sui'ance  of  advances  but  Involved  Com¬ 
missioner  approved  or  required  repairs, 
improvements,  alterations  and  additions. 

(d)  Supplementary  loan;  Commit¬ 
ment  to  Insure  Upon  Completion.  The 
provisions  of  paragraphs  (a)  and  (b) 
shall  apply  to  a  supplementary  loan  en¬ 
dorsed  for  Insurance  pursuant  to  a  Com¬ 
mitment  to  Insure  Upon  Completion. 

§  213.257  Premiums;  purchasing  co¬ 
operatives  ;  Existing  Construction ; 
supplementary  loans  to  purchase  ex¬ 
isting  community  facility. 

(a)  Where  a  mortgage  Is  endorsed  tor 
Insui’ance  pursuant  to  the  sale  of  an  In¬ 
vestor  Sponsor  Project  or  covers  Existing 
Construction  not  Involving  Commissioner 
approved  or  required  repairs.  Improve¬ 
ments,  alterations  and  additions,  the 
mortgagee,  on  the  date  of  the  Insurance 
endorsement,  shall  pay  a  first  premium 
equal  to  one-half  of  one  percent  of  the 
principal  obligation  of  the  mortgage  for 
the  period  from  the  date  of  the  Insurance 
endorsement  to  one  year  following  the 
date  of  the  first  principal  payment.  On 
the  anniversary  of  the  first  principal  pay¬ 
ment,  this  first  premium  shall  be  ad¬ 
justed  to  equal  one-half  of  one  percent 
of  the  average  outstanding  principal  obli¬ 
gation  of  the  mortgage  for  the  period 
from  the  date  of  the  Insurance  endorse¬ 
ment  to  one  year  following  the  date  of 
the  first  principal  payment. 

(b)  The  premium  provisions  of  para¬ 
graph  (a)  shall  apply  to  a  supplementary 
loan  to  purchase  an  existing  community 
facility. 

§  213.258  Subsequent  annual  premi¬ 
ums. 

(a)  Until  the  mortgage  is  paid  In  full 
or  until  receipt  by  the  Commissioner  of 
an  application  for  Insurance  benefits,  or 
imtil  the  contract  of  insurance  is  other¬ 
wise  terminated  with  the  consent  of  the 
Commissioner,  the  mortgagee,  on  each 
anniversary  of  the  date  of  the  first  prin¬ 
cipal  pa3anent.  shall  pay  an  annual  mort¬ 
gage  Insurance  premium  equal  to  one- 
half  of  one  percent  of  the  average 
outstanding  principal  obligation  of  the 
mortgage  for  the  year  following  the  date 
on  which  such  premium  becomes  payable. 

(b)  The  provisions  of  paragraph  (a) 
of  this  section  shall  apply  to  operating 
loss  loans  and  to  supplementary  loans. 

§  213.259  Compulation  of  subsequent 
annual  premiums. 

The  premiums  payable  on  and  after 
the  date  of  the  first  principal  payment 
shall  be  calculated  In  accordance  with 
the  amortization  provisions  without  tak¬ 
ing  into  account  delinquent  payments  or 
prepayments. 


21.565 

§  213.260  Allowable  methods  of  premi¬ 
um  payment. 

Premiums  shall  be  payable  In  cash  or 
In  debentures  at  par  plus  accrued  inter¬ 
est.  All  premiums  are  payable  in  ad¬ 
vance  and  no  refund  can  be  made  of  any 
portion  thereof  except  as  hereinafter 
provided  in  this  part. 

§  213.261  Termination  of  mortgage  in¬ 
surance — prepayment  in  full  and 
voluntary  termination — investor 

project. 

All  of  the  provisions  of  §  207.253  of 
this  chapter  shall  apply  to  investor  proj¬ 
ect  mortgages,  except  that  no  adjusted 
premium  charge  shall  be  due  the  Com¬ 
missioner  where  the  Investor  project 
mortgage  Is  paid  in  full  prior  to  maturity 
as  a  result  of  a  sale  of  the  investor  proj¬ 
ect  to  a  purchasing  cooperative. 

§  213.262  Termination  of  mortgage  in¬ 
surance — prepayment  in  full — man¬ 
agement,  purchasing  cooperative, 
sales  and  existing  construction  proj¬ 
ect  mortgages. 

The  contract  of  mortgage  insurance 
shall  be  terminated  if  the  principal  of  a 
management,  purchasing  cooperative, 
sales  or  existing  construction  project 
mortgage  Is  paid  in  full  prior  to  ma¬ 
turity.  The  termination  shall  become 
effective  as  of  the  date  of  such  prepay¬ 
ment  upon  compliance  with  the  follow¬ 
ing  requirement: 

(a)  Adjusted  premium  charge.  (1) 
Where  the  prepayment  in  full  occurs 
before  the  tenth  anniversary  of  the  date 
the  mortgage  was  first  endorsed  for  In¬ 
surance,  the  mortgagee  shall  pay  the 
Commissioner  an  adjusted  premium 
charge  computed  as  follows: 

(1)  Two  percent  of  the  original  face 
amount  of  the  mortgage  where  the  mort¬ 
gage  Is  prepaid  In  full  prior  to  maturity 
and  within  five  years  from  the  date  of 
the  Initial  endorsement  for  Insurance. 

(il)  One  percent  of  the  original  face 
amount  of  the  mortgage  where  the  mort¬ 
gage  is  prepaid  in  full  prior  to  maturity 
and  after  five  years  from  the  date  of  the 
Initial  endorsement  for  insurance. 

(Ill)  If  at  the  time  of  prepayment  In 
full  a  new  insured  mortgage  Is  placed  on 
the  same  property  and  the  new  mortgage 
Is  less  than  the  face  amount  of  the 
original  mortgage,  the  adjusted  premium 
shall  be  computed  at  the  relevant  per¬ 
centage  prescribed  In  subdivision  (1)  or 
(ID  of  this  subparagraph  of  the  differ¬ 
ence  between  the  face  amount  of  the 
new  mortgage  and  the  original  mortgage. 
The  provision  of  this  subdivision  (Hi) 
shall  also  apply  to  Instances  where  there 
are  a  series  of  new  Individually  Insured 
mortgages  placed  on  the  same  property. 

(iv)  If  new  Insured  mortgages  are 
placed  on  the  same  property  within  1 
year  from  the  date  of  prepayment  in  full, 
the  Commissioner  shall  refund  to  the 
mortgagee  for  the  account  of  the  mort¬ 
gagor  any  overpayment  determined  by 
recomputing  the  adjusted  premium 
using  the  formula  prescribed  in  subdivi¬ 
sion  (Hi)  of  this  subparagraph.  The  pro¬ 
vision  of  this  subdivision  (iv)  shall  also 
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apply  to  Instances  where  there  are  a 
series  of  new  individually  insured  mort¬ 
gages  placed  on  the  same  property. 

(a)  The  Insured  mortgage  Is  paid  In 
fun  with  or  from  the  proceeds  of  a  new 
Insured  mortgage,  or  mortgages  having 
an  aggregate  amount  less  than  the  orig¬ 
inal  principal  amount  of  the  mortgage 
on  the  same  property:  or 

(b)  The  Commissioner  has  accepted 
an  adjusted  premium  charge  under  an 
agreement  providing  that  if  new  Insured 
mortgages  are  placed  on  part  or  all  of 
the  property,  within  a  period  of  time  not 
to  exce^  one  year  from  the  date  of  pre¬ 
payment,  the  adjusted  premium  charge 
previously  collected  will  be  refunded  in 
whole  or  in  part.  In  the  event  of  the  ac¬ 
ceptance  of  such  agreement  the  refund. 
If  any,  shall  be  computed  only  after  the 
termination  of  the  agreement  or  after  the 
sale  of  all  property  or  properties,  which¬ 
ever  occurs  first,  and  no  refund  shall  be 
made  prior  to  such  computation. 

(2)  The  adjusted  premium  charge 
shall  not  exceed  the  aggregate  amount  of 
mortgage  insurance  premium  which 
would  have  been  payable  if  the  mortgage 
had  continued  to  be  insured  tmtil  the 
tenth  anniversary  of  the  date  the  mort¬ 
gage  was  first  endorsed  for  insurance. 

(3)  The  adjusted  premium  shall  be 
remitted  to  the  Commissioner  with  the 
notice  or  prepasmient.  Pasmient  shall  be 
made  either  in  cash  or  debentures  at 
par  plus  accrued  interested. 

(b)  Exceptions  to  adjusted  premium 
charge.  No  adjusted  premium  charge 
shall  be  due  the  Commissioner  in  any  of 
the  following  cases: 

(1)  Where  the  mortgage  is  paid  in  full 
with  or  from  the  proceeds  of  a  new  in¬ 
sured  mortgage  or  mortages  having  an 
aggregate  amount  equal  to  or  greater 
than  the  original  principal  amoimt  of 
the  prepaid  mortgage. 

(2)  Where  the  final  maturity  specified 
In  the  mortgage  is  accelerated  solely  by 
reason  of  partial  prepayments  made  by 
the  mortgagor  which  do  not  exceed  In 
any  one  calendar  year  fifteen  percent  of 
the  original  face  amoimt  of  the  mort¬ 
gage. 

(3)  Where  the  final  maturity  specified 
In  the  mortgage  is  accelerated  solely  by 
reason  of  pa3rments  to  principal  to  com¬ 
pensate  for  damage  to  the  mortgaged 
property. 

(4)  Where  the  final  maturity  specified 
in  the  mortgage  is  accelerated  solely  by 
reason  of  pasunents  to  principal  to  com¬ 
pensate  for  the  release  of  a  part  of  the 
Insured  property,  if  the  transaction  Is 
approved  by  the  Commissioner. 

(5)  Where  payment  in  full  Is  made 
on  a  delinquent  mortgage  on  which 
foreclosure  proceedings  have  been  ccon- 
menced.  If  the  transaction  is  approved 
by  the  Commissioner. 

(6)  Where  payment  in  full  is  made  on 
a  delinquent  mortgage  for  the  purpose  of 
avoiding  foreclosure,  if  the  transaction  is 
approved  by  the  Commissioner. 

(7)  Where  at  the  time  of  prepasnnent 
in  full  there  is  placed  on  the  property  a 
new  Insured  mortgage  or  mortgages  in  an 
amount  or  amounts  less  than  the  original 
principal  amount  of  the  mortgage,  If 
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the  Commissioner  finds  that  the  collec¬ 
tion  of  such  charge  would  be  inequitable 
under  the  particular  circumstances  of 
the  transaction. 

(8)  Where  prepa3maent  In  full  is  made 
on  or  after  April  20,  1962  and  following 
the  tenth  anniversary  of  the  date  the 
mortgage  was  first  endorsed  for  insur¬ 
ance. 

(9)  Where  a  sales  project  mortgage  is 
paid  in  full  in  connection  with  the  re¬ 
lease  of  the  individual  dwelling  units 
from  the  project  mortgage  and  insured 
mortgages  are  placed  on  all  of  the  re¬ 
leased  dwelling  units. 

(10)  Where  the  mortgage  is  paid  in 
full  by  a  mortgagor  which  is  a  federal, 
state  or  other  governmental  agency  or 
instrumentality. 

(11)  Where  the  mortgage  is  paid  in 
full  after  July  1,  1962  and  the  mort¬ 
gagor  certifies  to  the  Commissioner,  in 
a  manner  satisfactory  to  him,  that  the 
payment  was  made  by  or  on  Jjehalf  of  a 
nonprofit  educational  institution  which 
intends  to  use  the  property  for  educa¬ 
tional  purposes. 

(12)  Where  the  mortgage  has  been  in¬ 
sured  for  10  or  more  years  and  the  Com¬ 
missioner  determines  the  following: 

(1)  The  mortgaged  property  has  been 
operated  at  a  deficit  over  a  substantial 
p>erlod  and  major  rehabilitation  will  help 
to  remedy  this  condition. 

(li)  PHA  financing  for  rehabilitation 
is  not  feasible. 

(ill)  Financing  obtained  to  prepay  the 
insured  mortgage  will  also  finance  the 
necessary  rehabilitation  and  make  the 
project  competitive  with  other  available 
rentals. 

(c)  Notice  of  prepayment.  Written 
notice  shall  be  given  by  the  mortgagee 
to  the  Commissioner,  on  a  form  pre¬ 
scribed  by  the  Commissioner,  within  30 
days  after  prepayment  in  full  of  the 
mortgage. 

§  213.263  Termination  of  mortgage  in¬ 
surance — voluntary  termination- 

management,  purchasing  coopera¬ 
tive,  sales,  and  existing  construction 
project  mortgages, 

(a)  Voluntary  termination.  The  con¬ 
tract  of  insurance  shall  be  voluntart^ 
terminated  upon  receipt  hy  the  Commis¬ 
sioner  of  a  request,  on  a  form  prescribed 
by  the  Commissioner,  by  the  mortgagor 
and  the  mortgagee  of  any  management 
purchasing  cooperative,  sales  or  existing 
construction  project  mortgage,  accom¬ 
panied  by  a  submission  of  the  original 
credit  instrument  for  cancellation  of  the 
Insurance  endorsement  and  the  remit¬ 
tance  of  all  sums  to  which  the  Com¬ 
missioner  is  entitled.  The  termination 
shall  become  effective  as  of  the  date 
these  requirements  are  met. 

(b)  Termination  charge.  (1)  Where 
the  Commissioner  receives  a  request  for 
voluntary  termination  of  the  mortgage 
insurance  before  the  tenth  anniversary 
of  the  date  the  mortgage  was  first  en¬ 
dorsed  for  Insurance,  the  mortgagee 
shall  pay  the  Commissioner  a  termina¬ 
tion  charge  computed  as  follows: 

(1)  Two  percent  of  the  original  face 
amount  of  the  mortgage  where  the  mort¬ 


gage  insurance  is  terminated  prior  to 
the  maturity  of  the  mortgage  and  within 
five  years  from  the  date  of  the  initial 
endorsement  for  insurance. 

(li)  One  pereent  of  the  original  face 
amount  of  the  mortgage  where  the  mort  ¬ 
gage  insurance  is  terminated  prior  to 
the  maturity  of  the  mortgage  and  after 
five  years  from  the  date  of  tlie  initial 
endorsement  for  Insurance. 

(ill)  If  at  the  time  of  voluntary  ter¬ 
mination  a  new  insured  mortgage  is 
placed  Ml  the  same  property  and  the  new 
mortgage  is  less  than  the  face  amount  of 
the  original  mortgage,  the  termination 
charge  shall  be  computed  at  the  relevant 
percentage  pre.*K;rlbed  in  subdivision  (t) 
or  (11)  of  this  subparagraph  of  the  differ¬ 
ence  between  the  face  amount  of  the 
new  mortgage  and  the  original  mortgage. 
The  provision  of  this  subdivision  (iU) 
shall  also  apply  to  Instances  where  there 
are  a  series  of  new  individually  Insured 
mortgages  placed  on  the  same  property. 

(iv)  If  new  Insured  mortgages  are 
placed  on  the  same  property  within  1 
year  from  the  voluntary  termination 
date,  the  Commissioner  shall  refund  to 
the  mortgagee  for  the  account  of  the 
mortgagor  any  overpayment  determined 
by  recomputing  the  termination  charge 
using  the  formula  prescribed  In  subdi¬ 
vision  (ill)  of  this  subparagraph.  The 
provision  of  this  subdivision  (Iv)  shall 
also  apply  to  instances  where  there  are  a 
series  of  new  individually  Insured  mort¬ 
gages  placed  on  the  same  property. 

(2)  The  termination  charge  shall  not 
exceed  the  aggregate  amount  of  mort¬ 
gage  insurance  premium  which  would 
have  been  paywble  if  the  mortgage  had 
continued  to  bo  Insured  until  the  tenth 
anniversary  of  the  date  the  mortgage 
was  first  endorsed  for  Insurance. 

(c)  Exceptions  to  termination  charge. 
The  mortgage  Insurance  contract  may 
be  voluntarily  terminated  without  pay¬ 
ment  of  a  termination  charge  if: 

(1)  The  mortgage  is  delinquent  and 
termination  of  insurance  is  for  the  pur¬ 
pose  of  avoiding  foreclosure  if  the  trans¬ 
action  Is  approved  by  the  Commissioner. 

(2)  Foreclosure  proceedings  have  been 
Instituted. 

(3)  The  request  for  voluntary  termi¬ 
nation  of  the  mortgage  Insunmce  is  re¬ 
ceived  by  the  Commissioner  on  or  after 
the  tenth  anniversary  of  the  date  the 
mortgage  was  first  endorsed  for  insur¬ 
ance. 

(4)  Where  the  voluntary  termination 
occurs  In  connection  with  the  release  of 
the  Individual  dwelling  units  from  the 
project  mortgage  and  Insured  mortgages 
are  placed  on  all  of  the  released  dwelling 
units. 

§  213.264  Termiiuitlon  of  innuranre — 
prepayment  in  full  and  voluntary 
termination — supplementary  loans. 

(a)  Prepayment  in  full.  The  contract 
of  insurance  shall  be  terminated  if  a 
supplementary  loan  is  paid  in  full  prior 
to  its  maturity.  Notice  of  the  prepay¬ 
ment  shall  be  given  to  the  Commissioner, 
on  a  form  prescribed  by  the  CommLs- 
sloner,  within  30  days  from  the  date  of 
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the  prepayment.  The  Insurance  termi¬ 
nation  shall  become  effective  as  of  the 
date  of  the  prepayment.  No  adjusted 
premium  charge  shall  be  due  the  Com¬ 
missioner  in  connection  with  such  pre¬ 
payment. 

(b)  Voluntary  termination.  The  con¬ 
tract  of  insurance  shall  be  volimtaiily 
terminated  upon  receipt  by  the  Commis¬ 
sioner  of  a  written  request,  on  a  form 
prescribed  by  the  Commissioner,  by  the 
lender  and  the  borrower  for  such  termi¬ 
nation,  accompanied  by  a  submission  of 
the  original  credit  Instrument  for  can¬ 
cellation  of  the  insurance  endorsement 
and  the  remittance  of  all  sums  to  which 
the  Commissioner  is  entitled.  The  termi¬ 
nation  shall  become  effective  as  of  the 
date  these  requirements  are  met.  No 
termination  charge  shall  be  due  the 
Commissioner  in  connection  with  such 
termination. 

§  213.265  Refunds  upon  prepayment  in 
full  or  vtduntary  termination. 

(a)  UpK>n  termination  of  the  mortgage 
or  supplementary  loan  insurance  con¬ 
tract  by  a  pasntnent  in  full  or  by  a  volun¬ 
tary  termination,  the  Commissioner  shall 
refund  to  the  mortgagee  or  lender  for  the 
account  of  the  mortgagor  or  borrower  an 
amount  equal  to  the  pro  rata  portion  of 
the  current  annual  mortgage  or  supple¬ 
mentary  loan  Insurance  premium  there¬ 
tofore  paid,  which  is  applicable  to  the 
portion  of  the  year  subsequent  to  (1)  the 
date  of  the  prepasunent  or  (2)  the  effec¬ 
tive  date  of  the  voluntary  termination  of 
the  contract  of  insurance. 

(b)  Where  a  mortgage  covering  an 
Investor  Sponsored  project  is  modified 
and  consolidated  with  the  mortgage  of  a 
purchasing  nonprofit  cooperative  hous¬ 
ing  corporation  or  trust,  it  shall  be 
deemed  to  be  paid  in  fifil  for  purposes 
of  this  subpart  as  of  the  date  of  such 
modification  and  consolidation. 

§  213.266  Initial  insurance  endorse¬ 
ment. 

The  Commissioner  shall  indicate  his 
Insurance  of  the  mortgage  or  supple¬ 
mentary  loan  by  endorsing  the  original 
credit  Instrument  and  identifying  the 
section  of  the  Act  and  the  regulations 
under  which  the  mortgage  or  supple¬ 
mentary  loan  Is  insured  and  the  date  of 
Insurance. 

§  213.266a  Insurance  fund  obligations. 

A  mortgage  endorsed  for  insurance 
under  section  213  of  the  act  shall  be  the 
obligation  either  of  the  Cooperative 
Management  Housing  Insurance  Fund 
or  of  the  General  Insurance  Fund.  The 
determination  of  the  applicable  fund 
shall  be  governed  by  the  following: 

(a)  A  mortgage  insured  under  section 
213(a)(1)  of  the  act  or  imder  section 
213(a)(3)  if  the  project  has  been  ac¬ 
quired  by  a  cooperative  corporation  or 
imder  section  213  (1)  or  (j)  shall  be  the 
obligation  of  the  Cooperative  Manage¬ 
ment  Housing  Insurance  Fund,  where  It 
has  been  insured  pursuant  to  a  commit¬ 
ment  Issued  on  or  after  August  10.  1965, 
or  Insured  pursuant  to  a  commitment 
issued  prior  to  such  date,  and  transferred 


to  the  Cooperative  Management  Housing 
Insurance  Fund. 

(b)  A  mortgage  insured  under  section 
213(a)(2)  of  the  act  or  under  section 
213(a)  (3)  where  the  project  has  not  been 
acquired  by  a  cooperative  corporation 
shall  be  the  obligation  of  the  General 
Insurance  Fund.  A  mortgage  insured 
prior  to  August  10,  1965,  or  insured  pur¬ 
suant  to  a  commitment  issued  prior  to 
such  date,  where  the  project  has  not 
been  transferred  to  the  Cooperative 
Management  Housing  Insurance  Fund, 
shall  also  be  the  obligation  of  the  Gen¬ 
eral  Insurance  Fund. 

§  213.267  Effect  of  insurance  endorse¬ 
ment. 

From  the  date  of  initial  endorsement, 
the  Commissioner  and  the  mortgagee  or 
lender  shall  be  bound  by  the  provisions 
of  this  subpart  to  the  same  extent  as  If 
they  had  executed  a  contract  including 
the  provisions  of  this  subpart  and  the 
applicable  sections  of  the  Act. 

§  213.268  Final  insurance  endorsement. 

When  all  advances  of  mortgage  or 
loan  proceeds  have  been  made  and  all 
the  terms  and  conditions  of  the  commit¬ 
ment  have  been  complied  with  to  the 
satisfaction  of  the  Commissioner,  he 
shall  indicate  on  the  original  credit  in¬ 
strument  the  total  of  all  advances  he 
has  approved  for  insurance  and  again 
endorse  such  Instrument. 

§  213.269  Endorsement  of  supplemen¬ 
tary  loans. 

The  provisions  of  §§  213.266,  213.267, 
and  213.268  shall  apply  to  supplementary 
loans. 

§213.270  Supplementary  loans;  elec¬ 
tion  of  action;  claims;  debentures. 

(a)  Election  of  action.  Where  a  real 
estate  mortgage,  deed  of  trust,  condi¬ 
tional  sales  contract,  chattel  mortgage, 
lien,  judgment,  or  any  other  security 
device  has  been  used  to  secure  the  pay¬ 
ment  of  a  loan  made  imder  the  provi¬ 
sions  of  this  section,  the  lender  may  not, 
except  with  the  approval  of  the  Ccon- 
missioner,  both  proceed  against  such 
security  and  also  make  claim  under  its 
contract  of  insurance,  but  shall  elect 
which  method  it  desires  to  pursue. 

(b)  Maximum  claim  period.  Notice 
of  intention  to  file  claim  on  a  form  pre¬ 
scribed  by  the  Commissioner  shall  be 
filed  within  45  days  after  the  lender 
becomes  eligible  for  the  benefits  of  the 
loan  insurance,  or  within  such  later  time 
as  may  be  agreed  upon  by  the  Commis¬ 
sioner  in  writing. 

(c)  Items  to  be  filed  on  submitting 
claim.  Within  30  days  after  the  filing 
of  the  notice  of  intention  to  file  claim, 
or  within  such  further  period  as  may 
be  agreed  upon  by  the  Commissioner  in 
writing,  the  lender  shall  file  with  the 
Commissioner: 

(1)  The  fiscal  data  pertaining  to  the 
loan  transaction; 

(2)  Receipts  covering  aU  disburse¬ 
ments  as  required  by  the  fiscal  data 
form; 
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(3)  The  original  note  and  any  security 
Instrument  or  Instruments  which  shall 
be  assigned  to  the  Commissioner  with¬ 
out  recourse  or  warranty,  except  that  the 
lender  must  warrant  that  no  act  or  omis¬ 
sion  of  the  lender  has  impaired  the 
validity  and  priority  of  such  security 
instrument  or  instruments,  that  the  se¬ 
curity  Instrument  or  Instruments  are 
prior  to  all  mechanics’  and  material- 
men’s  liens  filed  of  record  subsequent  to 
the  recording  of  such  security  instru¬ 
ment  or  Instruments  regardless  of 
whether  such  liens  attached  prior  to  such 
recording  date,  and  prior  to  all  liens  and 
encumbrances  which  may  have  attached 
or  defects  which  may  have  arisen  sub¬ 
sequent  to  the  recording  of  such  security 
Instrument  or  instruments,  except  such 
liens  or  other  matters  as  may  be  ap¬ 
proved  by  the  Commissioner,  that  the 
amount  stated  in  the  instrument  of  as¬ 
signment  Is  actually  due  and  owing 
under  the  security  Instrument  or  instru¬ 
ments,  that  there  are  no  offsets  or 
counterclaims  thereto,  and  that  the 
lender  has  a  good  right  to  assign  such 
note  and  security  Instrument  or  instru¬ 
ments; 

(4)  All  hazard  Insurance  policies  held 
on  property  serving  as  security  for  the 
loan  or  other  evidence  of  insurance 
coverage  acceptable  to  the  Commis¬ 
sioner,  together  with  a  copy  of  the 
lender’s  notification  to  the  carrier  au¬ 
thorizing  the  amendment  of  the  loss 
payable  clause  substituting  the  Com¬ 
missioner  as  the  holder  of  the  security 
Instrument: 

(5)  ’The  asslEmment  to  the  Commis¬ 
sioner  of  all  rights  and  Interests  arising 
under  the  note  and  security  instrument 
or  instruments  so  in  default,  and  all 
claims  of  the  lender  against  the  bor¬ 
rower  or  others  arising  out  of  the  loan 
transaction; 

(6)  All  policies  of  title  or  other  In¬ 
surance  or  surety  bonds,  or  other  guar¬ 
antees  and  any  and  all  claims  there¬ 
under;  Including  evidence  satisfactory 
to  the  Commissioner  that  the  original 
title  coverage  has  been  extended  to  in¬ 
clude  the  assignment  of  the  note  and 
the  security  Instrument  or  Instruments 
to  the  Commissioner: 

(7)  Any  balance  of  the  loan  not  ad¬ 
vanced  to  the  borrower; 

(8)  Any  ca.sh  or  property  held  by  the 
lender  or  its  agents  or  to  which  it  Is 
entitled;  Including  deposits  made  for 
the  account  of  the  borrower  and  which 
have  not  been  applied  in  reduction  of 
the  principal  obligation  under  the  note 
and  security  instrument  or  Instruments; 

(9)  All  records,  ledger  cards,  docu¬ 
ments,  books,  papers  and  accounts  relat¬ 
ing  to  the  loan  transaction; 

(10)  Any  additional  information  or 
data  which  the  Commissioner  may 
require. 

(d)  Claim  computation.  Upon  an  ac¬ 
ceptable  assignment  of  the  note  and 
security  Instrument,  the  Commissioner 
shall  pay  the  claim  of  the  lender  in  cash, 
in  debentures  or  In  a  combination  of 
both,  as  determined  by  the  Commissioner 
at  the  time  of  payment.  The  payment 
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shall  be  In  an  amount  equal  to  the  un¬ 
paid  principal  balance  of  the  supplemen¬ 
tary  loan  plus: 

(1)  Any  accrued  interest  due  on  the 
supplementary  loan  as  of  the  date  of  ex¬ 
ecution  of  its  assignment  to  the  Com¬ 
missioner; 

(2)  Any  advance  made  previously 
imder  the  provisions  of  the  loan  instru¬ 
ment  and  approved  by  the  Commis¬ 
sioner; 

(3)  Reimbursement  for  such  reason¬ 
able  collection  costs,  court  costs,  and 
attorney’s  fees  as  may  be  approved  by 
the  Commissioner; 

(4)  An  amount  equivalent  to  the 
debenture  Interest  which  would  have 
been  earned  on  the  portion  of  the  insur¬ 
ance  benefits  paid  in  cash,  as  of  the  date 
such  cash  payment  Ls  made,  except  that 
when  the  lender  falls  to  meet  any  one 
of  the  applicable  requirements  of  para¬ 
graphs  (b)  and  (c)  of  this  section  within 
the  specified  time  and  in  a  manner  sat¬ 
isfactory  to  the  Commissioner  (or  within 
such  further  time  as  the  Commissioner 
may  approve  In  writing) ,  the  interest  al¬ 
lowance  in  such  cash  payment  shall  be 
computed  only  to  the  date  on  which  the 
particular  required  action  should  have 
been  taken  or  to  which  it  was  extended. 

(e)  Debenture  interest.  The  deben¬ 
tures  shall  bear  Interest  as  proxided  in 
S  207.259(e)  (6)  of  this  chapter. 

(f)  Maturity  of  debentures.  Deben¬ 
tures  shall  mature  20  years  from  the 
date  of  Issue. 

(g)  Registration  of  debentures.  De¬ 
bentures  shall  be  registered  as  to  princi¬ 
pal  and  Interest. 

(h)  Denomination  of  debentures.  De¬ 
bentures  shall  be  issued  in  multiples  of 
$50  and  any  difference  not  in  excess  of 
$50  between  the  amount  of  debentures 
to  which  the  lender  is  otherwise  entitled 
hereimder  and  the  aggregate  face  value 
of  the  debentures  Issued  shall  be  paid 
In  cash  by  the  Commissioner  to  the 
lender. 

(I)  Redemption  of  debentures.  De- 
bentxires  shall,  at  the  option  of  the  Com¬ 
missioner  and  with  the  approval  of  the 
Secretary  of  the  Treasury,  be  redeemable 
at  par  plus  accrued  Interest  on  any  semi¬ 
annual  Interest  pasmient  date  cm  3 
months’  notice  of  redemption  given  In 
such  manner  as  the  CTommlssioner  shall 
prescribe.  The  debenture  Interest  on 
the  debentures  called  for  redemption 
shall  cease  on  the  semiannual  Interest 
payment  date  designated  In  the  (»I1 
notice.  The  Commissioner  may  Include 
with  the  notice  of  redemption  an  offer 
to  purcliase  the  debentures  at  par  plus 
accrued  Interest  at  any  time  during  the 
period  between  the  notice  of  redemption 
and  the  redemption  date.  If  the  deben¬ 
tures  are  purchased  by  the  Commissioner 
after  such  call  and  prior  to  tlie  named 
redemption  date,  the  debenture  Interest 
shall  cease  on  the  date  of  purchase. 

(J)  Issue  date  of  debentures.  The  de¬ 
bentures  shall  be  Issued  as  of  the  date  of 
the  execution  of  the  assignment  of  the 
supplementary  loan  In  accordance  with 
the  requirements  of  paragraph  (c)  (3) 
of  this  sectlcm. 
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COOPERATIVK  MANAGEUENT  HOUSING  IN¬ 
SURANCE  AND  DiSTRIBUTIVX  SHARES 

§  213.275  Nature  of  the  Cooperative 
Management  Housing  Insurance 
Fund. 

The  Cooperative  Management  Hous¬ 
ing  Insurance  Fund  shall  consist  of  the 
(General  Surplus  Accoimt  and  the  Par¬ 
ticipating  Reserve  Accoimt. 

§  213.276  Allocation  of  Cooperative 
Management  Housing  Insurance 
Fund  income  or  losses. 

For  any  semiannual  period  In  which 
Cooperative  Management  Housing  In¬ 
surance  Fund  operations  shall  result  In 
a  net  income,  or  loss,  the  Commissioner 
shall  allocate  such  net  income  or  such 
loss  to  the  General  Surplus  Account,  to 
the  Participating  Reserve  Account,  or  to 
both,  as  he  may  determine  to  be  in  ac¬ 
cordance  with  sound  actuarial  and  ac¬ 
counting  practice.  In  determining  net 
Income  or  loss,  the  Commissioner  shall 
take  into  consideration  all  Income  re¬ 
ceived  from  fees,  premiums,  and  earn¬ 
ings  on  Investments  of  the  Fund,  operat¬ 
ing  expenses,  and  provision  for  losses  of 
the  Fund. 

§  213.277  Bight  and  liability  under  the 
Cooperative  Management  Housing 
Insurance  Fund. 

No  mortgagor  or  mortgagee  shall  have 
any  vested  right  In  a  credit  balance  In 
either  the  General  Surplus  Accoimt  or 
the  Participating  Reserve  Account.  No 
mortgagor  or  mortgagee  shall  be  sub¬ 
ject  to  any  liability  arising  under  the 
mutuality  of  the  Cooperative  Manage¬ 
ment  Housing  Insurance  Fund. 

§  213.278  Distribution  of  distributive 
share. 

When  the  contract  of  Insurance  Is 
terminated  by  reason  of  payment  in  full 
of  the  mortgage  or  by  voluntary  termi¬ 
nation  approved  by  the  Commissioner, 
and  at  such  time  or  times  prior  to  such 
termination  as  the  Commissioner  may 
approve,  the  Commissioner  may  distrib¬ 
ute  to  a  mortgagor  under  a  mortgage 
that  Is  the  obligation  of  the  Cooperative 
Management  Housing  Insurance  Fund  a 
share  of  the  Participating  Reserve  Ac¬ 
count  In  such  manner  and  amount  as  he 
shall  determine  to  be  equitable  and  In 
accordance  with  sound  actuarial  and  ac¬ 
counting  practice. 

§  213.279  Maximum  amount  of  distrib¬ 
utive  share. 

In  no  event  shall  a  distributive  share 
of  the  Participating  Reserve  Account  ex¬ 
ceed  the  aggregate  paid  scheduled  an¬ 
nual  premiums  of  the  mortgagor  paid  to 
the  year  of  termination  of  the  Insurance 
or  to  the  year  of  pasmient  of  the  share. 
If  paid  prior  to  termination. 

§  213.280  Finality  of  determination. 

The  determination  of  the  ComxDia- 
Bloner  as  to  the  amount  to  be  paid  to  any 
mortgagor  from  the  Cooperative  Man¬ 
agement  Housing  Insurance  Fund  shall 
be  final  and  conclusive. 


Subpart  C — Eligibility  Requirements-— 

Individual  Properties  Released  From 

Project  Mortgage 

Dernitions 
§  213.501  Definitions. 

(a)  The  term  “project  mortgage" 
means  a  blanket  mortgage  Insured  under 
section  213  of  the  Act,  covering  a  group 
of  not  less  than  five  single-family 
dwellings. 

(b)  The  terms  “mortgage"  and  “In¬ 
dividual  mortgage"  means  a  mortgage 
covering  an  individual  single-family 
dwelling  which  has  been  released  from 
the  project  mortgage. 

(c)  The  definitions  contained  in 
S  213.1  of  this  subchapter  shall  apply 
to  this  subpart. 

Approval  of  Mortgagees 
§  213.502  Qualification  of  lenders. 

The  provisions  of  §§  203.1  to  203.4  and 
203.6  to  203.9  of  this  chapter  shall  gov¬ 
ern  the  eligibility,  qualifications  and  re¬ 
quirements  of  mortgages  under  this 
subpart. 

Application  and  Commitment 
§  213.503  Submission  of  application. 

Any  approved  mortgagee  may  submit 
an  application  for  insurance  of  a  mort¬ 
gage  under  this  subpart. 

§  213.504  Form  of  application. 

The  application  must  be  made  upon  a 
standard  form  prescribed  by  the  Com¬ 
missioner. 

§  213.505  Approval  and  commitment. 

Upon  approval  of  an  application,  ac¬ 
ceptance  of  the  mortgage  for  insuriuice 
will  be  evidenced  by  the  Issuance  of  a 
commitment  setting  forth,  upon  a  form 
prescribed  by  the  Commissioner,  the 
terms  and  conditions  upon  which  the 
mortgage  will  be  insured. 

§213.506  Builder’s  warranty. 

The  seller  or  builder  or  such  other 
person  as  the  Ckimmlssloner  may  require 
shall,  as  a  prerequisite  to  Insurance,  de¬ 
liver  to  the  purchaser  a  warranty  In  form 
satisfactory  to  the  Commissioner  war¬ 
ranting  that  the  dwelling  Is  constructed 
in  substantial  conformity  with  the  plans 
and  specifications  (Including  amend¬ 
ments  thereof  or  changes  and  variations 
therein  which  have  been  approved  in 
writing  by  the  Commissioner)  on  which 
the  Commissioner  has  based  the  maxi¬ 
mum  Insurable  mortgage  amount. 

§  213.506a  Certificate  of  nondiscrimi¬ 
nation  by  seller. 

(a)  An  application  for  insurance  In¬ 
volving  the  sale  of  a  dwelling  unit  not 
previously  owner-occupied  shall  be  ac¬ 
companied  by  a  certificate.  In  a  form 
satisfactory  to  the  Commissioner,  signed 
by  the  seller  establishing  that  such  seller 
does  not  and  will  not  discriminate  in 
the  sale  of  properties  to  prospective  pur¬ 
chasers  because  of  their  race,  color,  creed 
or  national  origin. 
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(b)  The  provisions  of  parasrraph  (a) 
of  this  section  shall  not  apply: 

( 1 )  Where  the  property  involved  is  be¬ 
ing  released  from  a  project  for  which 
preapplication  analysis  has  been  re¬ 
quested  and  the  statement  relating  to 
nondiscrimination  has  been  furnished  as 
required  by  the  provisions  of  9  200.320  of 
this  chapter. 

(2)  Under  such  other  circumstances 
as  may  be  approved  by  the  Commis¬ 
sioner. 

(c)  The  provisions  of  this  section  shall 
be  applicable  to  applications  filed  on  or 
after  November  1,  1963. 

Eligible  Mortgages 
§  213.507  Fmm,  lien. 

The  mortgage  must  be  executed  upon 
a  form  approved  by  the  Commissioner 
for  use  in  the  jurisdiction  In  which  the 
property  covered  by  the  mortgage  Is  sit¬ 
uated,  by  a  mortgagor  with  the  qualifi¬ 
cations  set  forth  In  this  part,  must  be  a 
first  lien  upon  property  that  conforms 
with  the  property  standards  prescribed 
by  the  Commissioner,  and  the  entire 
principal  amount  of  the  mortgage  must 
have  l^n  disbursed  to  the  mortgagor,  or 
to  his  creditors  for  his  account  and  with 
his  consent. 

§  213.508  Releases  from  project  mort¬ 
gage. 

The  property  covered  by  the  mortgage 
must  have  been  included  as  part  of  a 
Sales  Project  and  must  have  located 
thereon  a  single-family  dwelling,  and 
the  mortgage  must  have  been  executed 
In  connection  with  the  release  of  such 
property  from  the  lien  of  the  project 
mortgage  and  to  replace  or  refinance 
the  project  mortgage  as  to  such  property. 

5  213.509  Maximum  amount  of  mort¬ 
gage  and  mortgagor's  minimum  in¬ 
vestment. 

(a)  The  mortgage  must  involve  a 
principal  obligation  in  multiples  of  $50 
and  must  not  exceed  the  unpaid  balance 
of  the  project  mortgage  allocable  to  the 
property  offered  as  security. 

(b)  Mortgagor’s  minimum  investment. 
At  the  time  the  mortgage  is  insured  the 
mortgagor  shall  have  paid  on  account 
of  the  property  in  cash  or  its  equivalent, 
an  amount.  If  any,  approved  and  deter¬ 
mined  by  the  Commissioner  to  be  the 
required  minimum  Investment.  The 
mortgagor’s  cash  investment  in  the  mort¬ 
gagor  corporation  imder  the  project 
mortgage  may  be  credited  against  the 
amoimt  required  by  this  paragraph.  If 
the  mortgage  covers  property  released 
from  a  Sales  Project,  the  blanket  mort¬ 
gage  of  which  was  Insured  pursuant  to 
an  application  received  on  or  after  July 
5,  1961,  the  required  minimum  invest¬ 
ment  shall  be  at  least  3  percent  of  the 
Commissioner’s  estimate  of  cost  of  ac¬ 
quisition  or  such  larger  amoimt  as  the 
Cwnmlssloncr  may  determine, 

§  213.510  Mortgage  maturitjr. 

(a)  Maturity.  The  mortgage  shall 
have  a  maturity  satisfactory  to  the  Com¬ 
missioner  not  to  exceed  40  years  from 
the  date  of  the  beginning  of  amortiza¬ 


tion,  except  where  the  mortgage  covers 
property  released  from  a  sales  project, 
the  blanket  mortgage  of  which  was  In¬ 
sured  pursuant  to  an  application  received 
on  or  after  July  5.  1961.  In  sucdi  In¬ 
stances,  the  maturity  shall  not  exceed  30 
years  from  the  beginning  of  amortiza¬ 
tion  or  35  years  from  such  date  If  the 
mortgagor  is  an  owner  occupant  of  the 
property  and  is  not  able,  as  determined 
by  the  Commissioner,  to  make  the  re¬ 
quired  payments  under  a  mortgage  hav¬ 
ing  a  shorter  amortization  period. 

(b)  Amortization  periods.  The  amor¬ 
tization  period  shall  be  either  10.  15,  20, 
25,  30,  35,  or  40  years  (where  eligible)  by 
providing  for  120,  180,  240,  300,  360,  420, 
or  480  monthly  amortization  payments. 

§  213.511  Maximum  interest  rate. 

(a)  ’The  mortgage  shall  bear  interest 
at  the  rate  agreed  upon  by  the  mortgagee 
and  the  mortgagor,  which  rate  shall  not 
exceed  7  percent,  except  that  where  an 
application  for  commitment  was  received 
by  the  Secretary  before  February  18, 
1971,  the  mortgage  may  bear  interest  at 
the  maximum  rate  in  effect  at  the  time 
of  receipt  of  the  application. 

(b)  Interest  shall  be  payable  in 
monthly  installments  on  the  principal 
amount  of  the  mortgage  outstanding  on 
the  due  date  of  each  Installment. 

§  213.512  Amortization  provisions. 

The  mortgage  must  contain  complete 
amortization  provisions  satisfactory  to 
the  Commissioner,  requiring  monthly 
payments  by  the  mortgagor  sufficient  to 
repay  principal  and  Interest  in  full  at 
maturity. 

§  213.513  Payment  of  insurance  pre¬ 
miums  or  charges;  prepayment  pre¬ 
miums. 

The  mortgage  may  provide  for 
monthly  payments  by  the  mortgagor  to 
the  mortgagee  of  an  amoimt  equal  to 
one-twelfth  (Mz)  of  the  annual  mort¬ 
gage  Insurance  premium  payable  by  the 
mortgagee  to  the  Commissioner.  If  the 
mortgage  contains  a  provision  permit¬ 
ting  the  holder  to  make  future  “open- 
ei.d”  advances  or  is  amended  or  modified 
to  include  such  a  provision,  the  mortgage 
may  provide  for  a  monthly  payment  by 
the  mortgagor  of  an  amount  equal  to 
one-twelfth  (Mz)  of  the  annual  charge, 
payable  by  the  mortgagee  to  the  Com¬ 
missioner  for  Insurance  of  such  advances. 
Such  payments  shall  continue  only  so 
long  as  the  contract  of  Insurance  shall 
remain  in  effect.  The  mortgage  shall 
proilde  that  upon  payment  of  the  mort¬ 
gage  before  maturity,  the  mortgagor 
shall  pay  the  adjusted  premium  charge 
referred  to  in  this  part,  but  shall  not 
provide  for  the  payment  of  any  further 
charge  on  account  of  such  prepayment. 

§  213.514  Payments  to  include  other 
charges. 

(a)  The  mortgage  shall  provide  for 
such  equal  monthly  payments  by  the 
mortgagor  to  the  mortgagee  as  will 
amortize  the  ground  rents.  If  any,  and 
the  estimated  amount  of  all  taxes,  special 
assessments,  if  any,  and  fire  and  other 


hazard  Insurance  premiums,  within  a 
period  ending  one  month  prior  to  the 
dates  on  which  the  same  become  delin¬ 
quent.  ’The  mortgage  shall  further  pro¬ 
vide  that  such  payments  shall  be  held 
by  the  mortgagee  in  a  manner  satisfac¬ 
tory  to  the  Commissioner,  for  the  pur¬ 
pose  of  paying  such  ground  rents,  taxes, 
assessments,  and  insurance  premiums, 
before  the  same  become  delinquent,  for 
the  benefit  and  account  of  the  mort¬ 
gagor.  The  mortgage  must  also  make 
provision  for  adjustments  in  case  the 
estimated  amount  of  such  taxes,  assess¬ 
ments,  and  insurance  premiums  shall 
prove  to  be  more,  or  less,  than  the  actual 
amount  thereof  so  paid  by  the  mortgagor. 

(b)  Mortgages  involving  an  original 
principal  obligation  not  in  excess  of 
$9,000  may  contain  a  provision  requiring 
the  mortgagor  to  pay  to  the  mortgagee 
an  annual  service  charge  at  such  rate  as 
may  be  agreed  upon  between  the  mort¬ 
gagee  and  the  mortgagor,  but  In  no  case 
shall  such  service  charge  exceed  one-half 
of  one  percent  per  annum.  Any  such 
service  charge  shall  be  payable  in 
monthly  Installments  on  the  principal 
then  outstanding.  'The  provisions  of 
this  paragraph  shall  not  apply  to  mort¬ 
gages  endorsed  for  insurance  pursuant 
to  applications  received  by  the  Commis¬ 
sioner  on  or  after  July  17,  1961. 

§  213.515  Payments,  how  applied. 

All  monthly  payments  to  be  made  by 
the  mortgagor  to  the  mortgagee,  as  here¬ 
inabove  provided,  shall  be  added  together 
and  the  aggregate  amount  thereof  shall 
be  paid  by  the  mortgagor  each  month  in 
a  single  pasmient.  TTie  mortgagee  shall 
apply  the  same  to  the  following  Items  in 
the  order  set  forth: 

(a)  Premium  charges  under  the  con¬ 
tract  of  insurance.  Including  charges  for 
“open-end”  advances; 

(b)  Ground  rents,  taxes,  special  as¬ 
sessments,  and  fire  and  other  hazard 
insurance  premiums; 

(c)  Interest  on  the  mortgage;  and 

(d)  Amortization  of  the  principal  of 
the  mortgage. 

Any  deficiency  in  the  amount  of  any 
such  aggregate  monthly  pasmient  shall, 
unless  made  good  by  the  mortgagor  prior 
to,  or  on,  the  due  date  of  the  next  such 
payments,  constitute  an  event  of  default 
under  the  mortgage. 

§  213.516  L4ite  charge. 

TTie  mortgage  may  provide  for  the  col¬ 
lection  by  the  mortgagee  of  a  late  charge, 
not  to  exceed  2  cents  for  each  dollar  of 
each  payment  more  than  15  days  in  ar¬ 
rears,  to  cover  the  extra  expense  involved 
In  handling  delinquent  pasmients.  Late 
charges  shall  be  separately  charged  to 
and  collected  from  the  mortgagor  and 
shall  not  be  deducted  from  any  aggre¬ 
gate  monthly  pajrment. 

§  213.517  Payments  upon  exectitinn  of 
mortgage. 

’The  mortgagor  must  pay  to  the  mort¬ 
gagee  upon  the  execution  of  the  mort¬ 
gage  a  sum  that  will  be  sufficient  to  pay 
the  ground  rents,  if  any,  and  the  esti¬ 
mated  taxes,  special  assessments,  and 
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fire  and  other  hazard  Insurance  pre¬ 
miums  for  the  period  beginning  on  the 
date  to  which  such  ground  rents,  taxes, 
assessments,  and  insurance  premiums 
were  last  ptdd  and  ending  on  the  date 
of  the  first  monthly  payment  imder  the 
mortgage,  and  may  be  required  to  pay  a 
further  smn  equal  to  the  first  annual 
mortgage  insurance  premlxun,  plus  an 
amount  sufficient  to  pay  the  mortgage 
Insurance  premium  from  the  date  of 
closing  the  loan  to  the  date  of  the  first 
monthly  payment. 

§  213.518  Maximum  charges,  fees  or 
discounts. 

(a)  The  mortgagee  may  collect  from 
the  mortgagor  the  following  charges, 
fees  or  discoimts: 

(1)  A  charge  to  compensate  the  mort¬ 
gagee  for  expenses  incurred  in  originat¬ 
ing  and  closing  the  loan,  the  charge  not 
to  exceed  $20  or  1  percent  of  the  orig¬ 
inal  principxal  amount  of  the  mortgage, 
which  ever  is  the  greater. 

(2)  Reasonable  and  customary 
amoimts  for  any  of  the  following  items: 

(i)  Recording  fees  and  recording 
taxes  or  other  charges  incident  to  re¬ 
cordation; 

(ii)  Cr^t  Report; 

(ill)  Survey,  if  required  by  mortgagee 
or  mortgagor; 

(Iv)  Title  examination;  title  insur¬ 
ance,  if  any; 

(v)  Such  other  reasonable  and  cus¬ 
tomary  charges  or  fees  as  may  be  au¬ 
thorized  by  the  Commissioner. 

(b)  [Reserved] 

(c)  Prior  to  Insurance  of  any 
mortgage,  the  mortgagee  shall  furnish 
to  the  Commissioner  a  signed  statonent 
in  form  satisfactory  to  the  Commis¬ 
sioner,  listing  all  items  for  which  any 
diarge,  fee  or  discount  was  collected  by 
it,  from  the  mortgagor,  together  with  the 
amotmt  of  each  such  charge,  fee  or  dis- 
coimt.  The  Commissioner’s  endorse¬ 
ment  of  the  mortgage  for  insurance  shall 
constitute  approval  of  the  listed  charges, 
fees  or  discounts. 

(d)  Nothing  in  this  section  will  be 
construed  as  prohibiting  the  mortgagor 
from  dealing  through  a  broker  who  does 
not  represent  the  mortgagee,  if  he  pre¬ 
fers  to  do  so,  and  paying  such  compensa¬ 
tion  as  is  satisfactory  to  the  mortg^or  in 
order  to  obtain  mortgage  financing. 

Eligible  Mortgagors 
§  213.520  Mortgage  lien. 

A  mortgagor  must  establish  that  after 
the  mortgage  offered  for  insurance  has 
been  recorded,  the  mortgaged  property 
will  be  free  and  clear  of  all  liens  other 
than  such  mortgage  and  that  there  will 
not  be  outstanding  any  other  unpaid  ob¬ 
ligation  contracted  in  connection  with 
the  mortgage  transaction  or  the  purchase 
of  the  mortgaged  property,  exc^  obli¬ 
gations  which  are  secured  by  property  or 
collateral  owned  by  the  mortgagor  inde¬ 
pendently  of  the  mortgaged  property. 

§  213.521  Relationship  of  income  to 
mortgage  payments. 

A  mortgagor  must  establish  that  tlie 
periodic  payments  required  in  the  mort¬ 


gage  submitted  for  Insurance  bear  a 
proper  relation  to  his  present  and  antici¬ 
pated  income  and  expenses. 

§  213.522  Credit  standing. 

A  mortgagor  must  have  a  general 
credit  standing  satisfactory  to  the  Com¬ 
missioner. 

§  213.523  Certificate  of  nondiscrimina¬ 
tion  by  mortgagor. 

The  mortgagor  shall  certify  to  the 
Commissioner  as  to  each  of  the  follow¬ 
ing  points: 

(a)  That  neither  he,  nor  anyone  au¬ 
thorized  to  act  for  him,  will  refuse  to  sell 
or  rent,  after  the  making  of  a  bona  fide 
offer,  or  refuse  to  negotiate  for  the  sale 
or  rental  of,  or  otherwise  make  unavail¬ 
able  or  deny  the  dwelling  or  property 
covered  by  the  mortgage  to  any  person 
because  of  race,  color,  religion,  or  na¬ 
tional  origin. 

(b)  That  any  restrictive  covenant  on 
such  property  relating  to  race,  color, 
religion,  or  national  origin  is  recognized 
as  being  iUegal  and  void  and  is  hereby 
specifically  disclaimed. 

(c)  That  civil  action  for  preventative 
relief  may  be  brought  by  the  Attorney 
General  in  any  appropriate  Uj3.  District 
Court  against  any  person  responsible  for 
a  violation  of  this  certification. 

§  213.524  Limitation  on  digibility. 

No  person  shall  be  eligible  to  be  the 
mortgagor  of  more  than  one  mortgage 
insured  under  this  subpart  at  any  one 
time,  nor  shall  he  be  eligible  if  he  is  the 
mortgagor  of  a  mortgage  or  mortgages 
covering  four  (4)  or  more  single-family 
dwellings  insured  under  this  chapter. 

Eligible  Properties 
§  213.525  Nature  of  title  to  realty. 

A  mortgage  to  be  eligible  for  insurance 
must  be  on  real  estate  held  in  fee  simple, 
or  on  leasehold  under  a  lease  for  not 
less  than  99  years  which  is  renewable,  or 
tmder  a  lease  with  a  period  of  not  less 
than  50  years  to  run  from  the  date  the 
mortgage  is  executed. 

§  213.526  Dwelling  unit  located  on 
property. 

At  the  time  a  mortgage  Is  insured 
there  must  be  located  on  the  mortgaged 
property  a  dwelling  unit  designed  prin¬ 
cipally  for  residential  use  for  not  more 
than  one  family.  Such  unit  may  be  con¬ 
nected  with  other  dwellings  by  a  party 
wall  or  otherwise. 

Open-End  Advances 

§  213.530  Eligibility  of  opcn-cnd  ad¬ 
vances. 

Any  approved  mortgagee  may  make 
advances,  referred  to  in  this  subpart  as 
“open-end”  advances,  in  connection 
with  the  mortgages  previously  insured 
under  this  subpart  or  Insured  after  the 
effective  date  of  this  part,  subject  to  com¬ 
pliance  with  the  requirements  of  this 
section: 

(a)  The  proceeds  of  any  open-end 
advance  must  be  used  for  the  purpose  of 
Improvements  or  repairs  which  in  the 
Commissioner’s  discretion  substantially 


protect  or  improve  the  basic  livability  or 
utility  of  the  property  involved.  The 
proceeds  of  such  advances  shall  not  be 
used  for  the  purpose  of  financing  obliga¬ 
tions  previously  Incurred  for  such  re¬ 
pairs  or  improvements. 

(b)  The  mortgagee  shall  submit  an 
application  for  insurance  of  open-end 
advances  upon  a  standard  form  pre¬ 
scribed  by  the  Commissioner. 

(c)  Applications  filed  must  be  accom¬ 
panied  by  the  mortgagee’s  remittance 
for  the  sum  of  $10  for  processing  of  the 
application.  If  an  application  is  refused 
as  a  result  of  preliminary  examination 
by  the  Commissioner  or  in  such  other 
instances  as  the  Commissioner  may  de¬ 
termine  the  entire  fee  will  be  returned 
to  the  applicant.  A  cconmitment  exten¬ 
sion  fee  of  $10  shall  be  remitted  by  the 
mortgagee  with  a  request  for  extending 
an  outstanding  commitment  or  for  re¬ 
opening  and  extending  an  expired  com¬ 
mitment  within  two  months  after  such 
expiration. 

(d)  In  addition  to  the  application  fee 
required  by  paragraph  (c)  of  this  sec¬ 
tion,  the  mortgagee  may  charge  the 
mortgagor  a  fee  not  to  exceed  $25  or  1 
percent  of  the  open-end  advance,  which¬ 
ever  is  the  lesser,  and  the  amoimt  of 
out-of-pocket  expenditures  made  by  the 
mortgagee  for  customary  costs  of  title 
search  and  recording  fees.  The  mort¬ 
gagee  may  require  the  mortgagor  to  pay 
to  the  mortgagee  all  charges  permitted 
under  this  section  on  or  prior  to  the  date 
of  final  disbursement  of  the  open-end 
advance,  together  with  a  sum  sufficient 
to  pay  the  Initial  Insurance  charge  pro¬ 
vided  for  in  this  part.  No  portion  of  such 
charges  may  be  included  in  the  principal 
amount  of  the  open-end  advance. 

(e)  Upon  approval  of  an  application, 
acceptance  of  the  advance  for  insurance 
will  be  evidenced  by  the  issuance  of  a 
commitment  setting  forth,  upon  a  form 
prescribed  by  the  Commissioner,  the 
terms  and  conditions  upon  which  the 
advance  will  be  Insured. 

(f )  The  amount  of  such  advance  shall 
be  added  to  the  impald  principal  obli¬ 
gation  of  the  mortgage,  whereupon  the 
aggregate  of  the  original  unpaid  prin¬ 
cipal  and  the  amoimt  of  the  open-end 
advance  shall: 

(1)  BeEu:  interest  at  the  rate  pro¬ 
vided  in  such  mortgage,  payable  in 
monthly  Installments  on  the  principal 
then  outstanding; 

(2)  Be  payable  in  substantially  equal 
monthly  payments  in  an  amount  suf¬ 
ficient  to  amortize  the  aggregate  prin¬ 
cipal  amount  within  the  remaining 
original  term  of  the  mortgage. 

(g)  The  amount  of  any  such  advance 
(computed  in  even  dollar  amounts) 
when  added  to  the  unpaid  balance  of 
the  original  principal  obligation  of  the 
mortgage  shall  not  exceed  the  original 
principal  obligation  of  the  mortgage: 
Provided.  'That  if  the  mortgagor  certi¬ 
fies  that  the  proceeds  of  such  open-end 
advance  will  be  used  to  finance  the  con¬ 
struction  of  an  additional  room  or  rooms 
or  other  additional  enclosed  space  as 
a  part  of  the  dwelling,  the  aggregate 
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amount  of  the  unpaid  balance  of  the 
original  principal  obligation,  plus  the 
amount  of  the  open-end  advance,  may 
exceed  the  amount  of  the  original  prin¬ 
cipal  obligation  of  the  mortgage,  but  in 
no  event  shall  such  aggregate  amount 
exceed  the  maximum  amoimts  pre¬ 
scribed  by  the  limitations  of  §  213.509. 

(h)  A  mortgagee  may  amend  or  mod¬ 
ify  any  approved  FHA  mortgage  form 
by  adding  such  provisions  as  It  deems 
necessary  for  the  purpose  of  making 
open-end  advances,  by  any  rider  or  mod¬ 
ification  agreement  which  Is  valid  and 
enforceable  In  the  jurisdiction  in  which 
the  property  covered  by  the  mortgage  Is 
located,  provided  such  rider  or  modifi¬ 
cation  agreement  retadns  in  the  mort¬ 
gagee  the  right  to  approve  or  disapprove 
additional  advances  on  such  terms  and 
conditions  as  the  mortgagee  may  pre¬ 
scribe.  The  mort»^agee  will  have  the  sole 
responsibility  for  determining  that  any 
mortgage  amended  by  an  “open-end” 
rider  or  modification  agreement  will  be 
a  valid  and  enforceable  Instrument  and 
will  constitute  a  valid  first  lien  on  the 
property  upon  which  the  Commissioner 
based  his  valuation. 

§  213.SS0  Eligibility  of  mortgagen  cov¬ 
ering  housing  in  certain  neighbor¬ 
hoods. 

(a)  A  mortgage  financing  the  repair, 
rehabilitation,  construction,  or  purchase 
of  property  located  in  an  older  declining 
urban  area  shall  be  eligible  for  insurance 
under  this  subpart  subject  to  compliance 
with  the  additional  requirements  of  this 
section. 

(b)  The  mortgage  shall  meet  all  of  the 
requirements  of  this  subpart,  except  such 
requirements  as  are  judged  to  be  not 
applicable  on  the  basis  of  the  following 
determinations  to  be  made  by  the 
Commissioner: 

(1)  That  the  conditions  of  the  area 
In  which  the  property  is  located  prevent 
the  application  of  certain  eligibility  re¬ 
quirements  of  this  subpart. 

(2)  That  the  area  is  reasonably  viable, 
and  there  Is  a  need  in  the  area  for  ade¬ 
quate  housing  for  families  of  low  and 
moderate  Income. 

(3)  That  the  mortgage  to  be  insured 
Is  an  acceptable  risk. 

(c)  Mortgages  complying  with  the  re¬ 
quirements  of  this  section  shall  be  In¬ 
sured  under  this  subpart  pursuant  to 
.section  223(e)  of  the  National  Housing 
Act.  Such  mortgages  shall  be  insured  un¬ 
der  and  be  the  obligation  of  the  Special 
Risk  Insurance  Fund. 

§  213.749  EffecI  of  amendments. 

The  regulations  in  this  subpart  may  be 
amended  by  the  Commissioner  at  any 
time  and  from  time  to  time.  In  whole  or 
In  part,  but  such  amendment  shall  not 
adversely  affect  the  Interests  of  a  mort¬ 
gagee  or  lender  under  the  contract  of 
Insurance  on  any  mortgage  or  loan  al¬ 
ready  Insured  and  shall  not  adversely 
affect  the  Interests  of  a  mortgagee  or 
lender  on  any  mortgage  or  loan  to  be 
Insmed  on  which  the  Commissioner  has 
made  a  commitment  to  Insme. 


RULES  AND  REGULATIONS 

Subpart  D — Contract  Rights  and  Obli¬ 
gations — Individual  Properties  Re¬ 
leased  From  Project  Mortgage 
§  213.751  Incorporation  by  reference. 

(a)  Definitions.  All  of  the  definitions 
contained  In  §  213.1  shall  apply  to  this 
subpart. 

(b)  Other  provisions.  All  of  the  pro¬ 
visions  of  Subpart  B,  Part  203  of  this 
chapter  covering  mortgages  Insured 
under  section  203  of  the  National  Hous¬ 
ing  Act  apply  to  mortgages  Insured 
under  section  213  of  the  National  Hous¬ 
ing  Act  except  the  following  provisions: 
Sec. 

303.420  Nature  of  Mutual  Mortgage  Znaur- 

anoe  Fund. 

303.421  Allocation  of  Mutual  Mortgage  Xn- 

eurance  Fund  Income  or  lose. 

203.423  Right  and  llabUlty  under  Mutual 

Mortgage  Insurance  Fund. 
303.433  Distribution  of  distributive  aharea. 

208.424  Maximum  amount  of  distributive 

shares. 

303.426  Finality  of  determination. 

203.440 — 203.493,  Inclusive. 

(c)  References.  For  the  purpose  of 
this  subpart,  all  references  in  Part  203  of 
this  chapter  to  section  203  of  the  act 
shall  be  construed  to  refer  to  section  213 
of  the  act,  and  all  references  to  the  Mu¬ 
tual  Mortgage  Insurance  Fund  shall  be 
construed  to  refer  to  the  General  Insur¬ 
ance  Fund. 

PART  215— RENT  SUPPLEMENT 
PAYMENTS 

Sec. 

215.1  Definitions. 

215.6  Scope  of  rent  supplement  assistance. 
215.10  Projects  eligible  for  benefits. 

215.15  Eligible  housing  owner. 

215.20  Qualified  tenant. 

215.25  Certificate  of  eligibility. 

215.30  Provisions  applicable  to  cooperative 
members. 

215.35  Term  of  contract. 

215.40  Maximum  annual  project  payments 
imder  contract. 

215.45  Maximum  payments  under  contract 
for  each  tenant. 

215.50  Time  of  payment  under  contract. 
215.55  Recertification  of  Income  under  con¬ 
tract. 

215.60  Hardship  cases. 

215.65  Tenant  occupancy  limitations. 

215.70  Form  of  lease. 

215.75  Housing  owner's  obligation  under 
contract  to  report  tenant  Income 
Increase. 

215.80  Change  In  tenant  Income  status. 

Authority:  The  provisions  of  this  Part  215 
Issued  under  sec.  101(g),  79  Stat.  453:  12 
U.S.C.  1701s. 

§  215.1  DcAnilions. 

(a)  “Act”  means  the  Housing  and 
Urban  Development  Act  of  1965. 

(b)  “Secretary”  means  the  Secretary 
of  Housing  and  Urban  Development  or 
an  officer  of  the  Department  of  Housing 
and  Urban  Development  empowered  to 
exercise  any  of  the  functions  of  the 
Secretary  under  section  101  of  the  Act. 

(c)  “Commis-sioner”  means  the  Fed¬ 
eral  Housing  Commissioner  or  his  au¬ 
thorized  representative. 

(d)  “Dilapidated  housing”  means  a 
housing  unit  that  does  not  provide  safe 
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and  adequate  shelter,  and  in  its  presen. 
condition  endangers  the  health,  safety 
or  well-being  of  the  occupants.  Such  a 
housing  unit  shall  have  one  or  more 
critical  defects,  or  a  combination  of  In¬ 
termediate  defects  in  sufficient  number 
or  extent  to  require  considerable  repair 
or  rebuilding.  Such  defects  may  in¬ 
volve  original  construction,  or  they  may 
result  from  continued  neglect  or  lack  of 
repair  or  from  serious  damage  to  the 
structure. 

(e)  “Displaced  by  governmental  ac¬ 
tion”  means  an  individual  or  family, 
moved  or  to  be  moved  from  real  prop¬ 
erty  occupied  as  a  dwelling  unit  as  a 
result  of  activities  in  connection  with  a 
public  Improvement  or  development  pro¬ 
gram  carried  on  by  an  agency  of  the 
United  States  or  any  State  or  local  gov¬ 
ernmental  body  or  agency. 

(f)  “Family”  means  two  or  more  per¬ 
sons  related  by  blood,  marriage,  or  oper¬ 
ation  of  law,  who  occupy  tiie  same 
dwelling  unit. 

(g)  “Physically  handicapped”  means 
an  Individual  who  has  a  physical  Im¬ 
pairment  which: 

(1 )  Is  expected  to  be  of  long  continued 
and  indefinite  duration; 

(2)  Substantially  Impedes  his  ability 
to  live  Independently;  and 

(3)  Is  of  such  nature  that  his  ability 
to  live  Independently  could  be  Improved 
by  more  suitable  housing  conditions. 

(h)  “Substandard  housing”  means  a 
unit  which  is  either  dilapidated  as  de¬ 
fined  in  paragraph  (d)  of  this  section, 
or  does  not  have  one  of  the  following 
plumbing  facilities: 

(1)  Hot  and  cold  piped  water  inside 
the  unit. 

(2)  Usable  flush  toilet  inside  the 
structure  for  the  exclusive  use  of  the  oc¬ 
cupants  of  the  unit. 

(3)  Usable  bathtub  or  shower  inside 
the  structure  for  the  exclusive  use  of  the 
occupants  of  the  unit. 

§  2 1 5. .5  Si’opr  of  r»*nl  •^iipplonirnt  n-‘.Ul- 

The  Commissioner  may  enter  into  a 
rent  supplement  contract  with  the  owner 
of  specific  types  of  multifamlly  housing 
projects  for  payment  of  a  portion  of  the 
rent  on  behalf  of  qualified  tenants.  The 
conditions  of  eligibility  for  such  a  con¬ 
tract  and  Its  terms  are  specified  in  this 
part. 

§  21.5.10  Projects  (‘ligililc  fur  IiciirfiN. 

(a)  Rent  supplement  payments  shall 
be  available  in  connection  with  multi- 
family  projects  which  Involve: 

(1)  New  construction, 

(2)  Major  rehabilitation  of  existing 
structures, 

(3)  The  creation  of  standard  units  in 
structures  previously  containing  sub¬ 
standard  units, 

(4)  Existing  structures  financed  by  a 
state  or  local  program  providing  assist¬ 
ance  through  loans,  loan  insurance  or 
tax  abatements, 

(5)  Existing  structures  which  are  sold 
by  the  Secretary,  if  rent  supplement 
pajments  had  been  made  In  connection 
with  the  structures  before  acquisition 
by  the  Secretary  and  provided  that  the 
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rent  supplement  assistance  shall  be  lim¬ 
ited  to  ^e  maximum  amount  set  forth 
In  the  original  rent  supplement  contract, 
or 

(6)  On  an  experimental  basis,  exist¬ 
ing  structures  in  connection  with  cei'tain 
housing  projects  for  the  elderly. 

(b)  The  Commissioner  may  make  rent 
supplement  payments  with  respect  to 
projects  in  which  dwelling  imits  do  not 
contain  kitchen  facilities. 

§  213.1 5  Eligible  liousing  owner. 

(a)  To  be  eligible  to  receive  rent  sup¬ 
plement  payments,  the  owner  of  the  mul¬ 
tifamily  project  shall  be  a  nonprofit, 
limited  distribution,  or  cooperative  mort¬ 
gagor.  The  project  shall  be  financed  in 
one  of  the  following  ways: 

(1)  By  a  mortgage  bearing  interest  at 
the  market  rate  prescribed  in  S  221.518 
(a)  of  this  title  and  Insured  imder  sec¬ 
tion  221(d)(3)  of  the  National  Housing 
Act  (or  insured  imder  section  233  of  such 
Act  pursuant  to  section  221  (d)  (3) ) .  Such 
mortgage  shidl  be  insured  pursuant  to 
an  insm'ance  commitment  issued  after 
August  10.  1965. 

(2)  By  a  state  or  local  program  pro¬ 
viding  assistance  through  loans,  loan  in¬ 
surance,  or  tax  abatements,  if  the  proj¬ 
ect  is  approved  by  the  Commissioner  for 
receiving  rent  supplement  payments. 

(b)  The  Commissioner  may,  on  an  ex¬ 
perimental  basis,  enter  into  a  limited 
number  of  rent  supplement  contracts 
with  the  following  types  of  housing 
owners: 

(1)  A  nonprofit,  limited  distribution, 
or  cooperative  mortgagor  under  a  mort¬ 
gage  bearing  interest  at  the  below  mar¬ 
ket  rate  prescribed  in  §  221.518(b)  of  this 
title.  Such  project  must  be  Insured  pur¬ 
suant  to  a  commitment  issued  after 
August  10,  1965  for  the  insurance  of  a 
mortgage  under  section  221(d)  (3)  of  the 
National  Housing  Act  (or  insured  imder 
section  233  of  such  Act  pursuant  to  sec¬ 
tion  221(d)(3)). 

(2)  A  private  nonprofit  mortgagor 
under  a  mortgage  insured  pursuant  to 
section  231(c)  (3)  of  the  National  Hous¬ 
ing  Act  (or  insured  imder  section  233 
of  such  Act  pursuant  to  section  231(c) 

(3) )  which  is  approved  for  receiving  the 
benefits  provided  in  this  part  and  finally 
endorsed  for  Insurance  after  August  10, 
1965. 

(3)  A  private  nonprofit  corporation,  a 
public  body  or  agency,  or  a  coop>erative 
housing  corporation  which  is  a  borrower 
under  section  202  of  the  Housing  Act  of 
1959  and  has  been  approved  for  receiving 
the  benefits  provided  in  this  part. 

(4)  A  nonprofit,  limited  distribution, 
or  cooperative  mortgagor  under  a  mort¬ 
gage  insured  pursuant  to  section  236  of 
the  National  Housing  Act  (or  insured 
under  section  233  of  such  Act  pursuant 
to  section  236(j)(l))  which  is  receiving 
interest  reduction  payments  pursuant  to 
section  236  of  the  Act  smd  is  approved 
for  receiving  the  benefits  provided  in  this 
part. 

(c)  A  housing  owner  qualifying  under 
the  provisions  of  paragraph  (a)  or  (b) 
of  this  section  shall  only  be  eligible  for 
rent  supplement  payments  if: 


(1)  The  dwelling  unit  or  project  Is 
part  of  a  workable  program  for  com¬ 
munity  Improvements  meeting  the  re¬ 
quirements  of  section  101(c)  of  the 
Housing  Act  of  1949;  or 

(2)  The  dwelling  unit  or  project  re¬ 
ceives  local  ofiBclal  approval  for  par¬ 
ticipation  in  the  Federal  rent  supplement 
program. 

§215.20  Quulified  tenant. 

(a)  The  benefits  of  the  rent  supplement 
payments  are  available  only  to  an  indi¬ 
vidual  or  a  family  renting  a  dwelling 
unit  in  a  project  owned  by  an  eligible 
housing  owner  or  occupying  such  a  dwell¬ 
ing  unit  as  a  cooperative  member.  To 
qualify  for  such  benefits,  the  individual 
or  family  shall  meet  the  following 
requirements: 

(1)  Have  an  annual  income  below  the 
maximum  amount  established  by  the 
Secretary,  which  amount  shall  not  be 
higher  than  can  be  established  in  the 
area  where  the  property  is  located  for 
occupancy  in  a  low-rent  public  housing 
project  assisted  under  the  United  States 
Housing  Act  of  1937.  In  computing  a 
tenant’s  income  for  the  purpose  of  this 
section,  $300  shall  be  deducted  for  each 
minor  person  who  is  a  member  of  the 
immediate  family  of  the  tenant  and  re¬ 
siding  with  the  tenant  and  any  earnings 
of  such  minor  shall  not  be  included  in 
computing  the  tenant’s  income. 

(2)  In  a  case  Involving  an  elderly  in¬ 
dividual  or  a  family  whose  head  or  spouse 
Is  elderly,  have  assets  not  exceeding 
$5,000. 

(3)  In  a  case  involving  other  than  the 
elderly,  have  assets  not  exceeding  $2,000. 

(4)  Be  one  of  the  following: 

(i)  An  individual  or  family  displaced 
by  governmental  action. 

(ii)  An  individual  who  is  62  years  of 
age  or  over,  or  physically  handicapped. 

(iii)  A  head  of  a  family  who  is  or 
whose  spouse  Is,  62  years  of  age  or  over, 
or  who  is  physically  handicapped. 

(Iv)  An  occupant  of  substandard 
housing. 

(v)  An  occupant  or  former  occupant 
of  a  dwelling  which  is  (or  was)  situated 
in  an  area  determined  by  the  Small  Busi¬ 
ness  Administration  subsequent  to  April 
1, 1965,  to  have  been  affected  by  a  natural 
disaster  and  which  has  been  extensively 
damaged  or  destroyed  as  the  result  of 
such  disaster. 

(vi)  A  family  whose  head,  or  spouse, 
is  a  member  of  the  Armed  Forces  of  the 
United  States  who  is  serving  on  active 
duty. 

(b)  For  the  purposes  of  this  section, 
income  shall  mean  the  total  gross  income, 
before  taxes  and  other  deductions,  re¬ 
ceived  by  all  members  of  the  tenant’s 
household.  In  determining  gross  in¬ 
come,  there  shall  be  included  all  wages, 
social  security  payments,  retirement 
benefits,  military  and  veteran’s  disability 
payments,  unemplo3mient  benefits,  wel¬ 
fare  benefits.  Interest  and  dividend  pay¬ 
ments,  and  such  other  income  items  as 
the  Secretary  considers  appropriate. 

(c)  Whenever  the  Commissioner  de¬ 
termines  that  a  project,  because  of  its 
location  or  other  considerations,  could 


ordinarily  be  expected  to  substantially 
serve  the  family  needs  of  miUtary  per¬ 
sonnel  who  are  serving  on  active  duty 
and  who  meet  the  income  requirements 
established  by  the  Commissioner,  such 
preference  for  occupancy  shall  be  af¬ 
forded  to  the  family  of  such  military 
personn^  as  the  Commissioner  deter¬ 
mines  is  appropriate. 

§  215.25  Certificate  of  eligibility. 

(a)  Upon  request  of  a  housing  owner, 
the  Commissioner  will  review  for  eligibil¬ 
ity  the  application  by  a  prospective 
tenant  for  rent  supplement  payments. 
If  the  application  meets  the  requirements 
of  §  215.20,  the  Commissioner  shall  issue 
a  certificate  of  eligibility.  The  certificate 
shall  state  the  amount  of  rent  supple¬ 
ment  to  be  paid  monthly  by  Uie  Commis¬ 
sioner  to  the  housing  owner  on  behalf  of 
the  qualified  tenant.  ’The  pasmient 
shown  in  the  certificate  shall  not,  re¬ 
gardless  of  the  tenant’s  income,  exceed 
70  percent  of  the  approved  rent  fCH*  the 
unit.  No  certificate  of  eligibility  shall 
be  issued  where  the  amount  of  rent  sup¬ 
plement  payment  would  be  less  than  10 
percent  of  such  approved  rent. 

(b)  The  Commissioner  may  approve  a 
qualified  tenant  as  a  lessee  under  an 
option  to  purchase  a  dwelling  at  a  stipu¬ 
lated  price,  if  he  determines  that  the 
tenant  will  be  able  to  finance  such  pur¬ 
chase  on  the  basis  of  the  probability  of 
future  increases  in  the  tenant’s  Income. 

§  215.30  Provisions  appliruble  .  to  ro- 
oporalivc  nieinbers. 

(a)  A  member  of  a  cooperative  who 
obtains  a  certificate  of  eligibility  shall  be 
required,  as  a  condition  of  receiving  the 
certificate,  to  agree  that  upon  a  sale  of 
his  membership,  any  equity  Increment 
accumulated  through  rent  supplement 
payments  will  not  be  made  available  to 
the  member,  but  will  be  turned  over  to 
the  cooperative  housing  owner.  Funds 
received  by  a  cooperative  representing  an 
equity  increment  accumulated  through 
rent  supplement  imyments  shall  be  de¬ 
posited  by  the  cooperative  in  a  special 
account  to  be  disbursed  as  directed  by 
the  Commissioner. 

(b)  The  term  “tenant”  as  used  in  this 
section  shall  mean  a  member  of  a  co¬ 
operative,  and  the  term  “rent”  shall 
mean  the  charges  under  the  occupancy 
agreement  between  the  members  of  the 
cooperative. 

§  215.35  Term  of  eontrart. 

The  rent  supplement  contract  shall  be 
limited  to  the  term  of  the  mortgage  or  40 
years  from  the  date  of  the  first  payment 
made  under  the  contract,  whichever  is 
the  lesser. 

§  215.10  Mnxiiiiuiii  animal  project  pay* 
ments  under  eontrart. 

The  rent  supplement  contract  shall 
state  the  maximum  dollar  amount  of  the 
rent  supplement  payments  for  any  1  year 
based  upon  the  Commissioner’s  estimate 
of  probable  effective  demand  and  distri¬ 
bution  of  tenant  income,  including  a  10- 
percent  contingency  allowance.  At  the 
end  of  such  period  of  time  as  the  Com¬ 
missioner  may  prescribe  for  the  rental  of 
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the  dwelling  units,  appropriate  adjust¬ 
ment  shall  be  made  In  the  maximum 
rental  payments,  including  a  10-percent 
contingency  allowance,  to  reflect  the  ac¬ 
tual  requirements  of  Uie  tenants.  Pay¬ 
ments  shall  not  be  made  with  resi>ect  to 
more  than  20  percent  of  the  number  of 
dwelling  units  in  any  project  which  is  as¬ 
sisted  under: 

(a)  Section  202  of  the  Housing  Act  of 
1959,  if  the  loan  agreement  imder  that 
section  was  entered  into  on  or  before 
August  10, 1965;  or 

(b)  Section  231(c)(3)  of  the  National 
Housing  Act,  if  the  mortgage  was  finally 
endorsed  for  insurance  under  that  sec¬ 
tion  after  August  10,  1965,  pursuant  to 
a  commitment  issued  on  or  before  such 
date. 

(c)  Section  236  of  the  National  Hous¬ 
ing  Act,  except  that  the  Commissioner 
may  increase  to  40  percent  the  limitation 
on  the  number  of  dwelling  units  In  any 
section  236  project  eligible  for  rent  sup¬ 
plement  payments,  where  he  determines 
that  such  increase  is  necessary  to  pro¬ 
vide  additional  housing  for  lower  income 
families. 

§  215.1.5  Maxiniuin  puymenis  under 
coniruet  for  earli  tenant. 

(a)  The  rent  supplement  contract 
shall  provide  that  the  payment  on  behalf 
of  a  qualified  tenant  shall  be  that  amount 
by  which  the  rent  approved  by  the  Com¬ 
missioner  for  the  unit  exceeds  one-fourth 
of  the  tenant’s  income,  or  exceeds  any 
welfare  allowance  for  housing  if  such  al¬ 
lowance  is  larger  than  one-fourth  of  the 
tenant’s  Income 

(b)  In  computing  tenant’s  Income  for 
the  purpose  of  this  section,  the  following 
deductions  shall  be  taken  Into  considera¬ 
tion: 

(1)  $300  shall  be  deducted  for  each 
minor  person  who  Is  a  member  of  the 
immediate  family  of  the  tenant  and  re¬ 
siding  with  the  tenant  and  any  earnings 
of  such  minor  shall  not  be  Included  In 
computing  the  tenant’s  Income. 

(2)  The  Commissioner  may  allow  spe¬ 
cial  deductions  to  take  Into  account  ex¬ 
penses  incurred  as  a  result  as  a  result  of 
physical  disability  or  continuing  Illness, 
the  cost  of  necessary  child  care  while  a 
wage  earner  of  the  household  is  at  work 
and  such  other  deductions  as  the  Secre¬ 
tary  considers  appropriate. 

§  215.50  Time  of  payment  under  eon- 
traet. 

The  rent  supplement  contract  shall 
provide  for  payments  to  be  made  monthly 
to  the  housing  owner  on  behalf  of  quali¬ 
fied  tenants  In  the  amounts  set  forth  In 
the  certificates  of  eligibility. 

§  215.5.5  Keeertifieation  of  ineome 
under  eontraet. 

’The  rent  supplement  contract  shall 
provide,  except  with  respect  to  tenants 
who  are  62  years  of  age  or  older,  that  a 
recertification  of  Income  shall  be  ob¬ 
tained  by  the  housing  owner  each  year 
from  the  date  the  original  certificate  of 
eligibility  was  Issued.  Provision  shall  be 
included  for  adjusting  payments  to  re¬ 


flect  Income  changes  shown  by  the 
recertification. 

§215.60  Ilard.sliip  rases. 

Where  a  tenant’s  Income  has  decreased 
due  to  Illness,  loss  of  Job,  or  other  hard¬ 
ship  beyond  his  control,  the  Commis¬ 
sioner  may  grant  a  temporary  Increase 
in  rent  supplement  payments. 

§  215.65  Tenant  CM'riipanry  limitations. 

Qualified  tenants  shall  not  be  per¬ 
mitted  to  occupy  units  larger  than  the 
Commissioner  determines  necessary  for 
their  needs. 

§  2 1 5.70  Fui'iu  of  lease. 

(a)  Lease  form.  Qualified  tenants 
shall  be  required  to  execute  a  lease  in  a 
form  approved  by  the  Commissioner. 

(b)  Special  lease  provisions.  The 
lease  shall  contain  the  following  special 
provisions: 

(1)  A  provision  obligating  the  tenant 
to  report  immediately  to  the  housing 
owner  any  increase  in  income  which  re¬ 
sults  la  a  monthly  income  of  four  or 
more  times  the  full  monthly  rental  for 
the  housing  unit. 

(2)  A  provision  obligating  the  tenant 
to  reimburse  the  Commissioner  for  any 
rent  supplement  payments  made  by  the 
Commissioner  during  a  period  when  the 
tenant’s  income  had  increased  to  a  point 
where  rent  supplement  payments  should 
have  been  terminated  but  were  not  ter¬ 
minated  because  of  the  tenant’s  failure 
to  report  the  increase  to  the  housing 
owner. 

§  21.5.75  Housing  owner’s  obligaliun  un¬ 
der  contract  to  report  tenant  income 
increase. 

The  rent  supplement  contract  shall 
contain  a  provision  obligating  the  hous¬ 
ing  owner  to  immediately  notify  the 
Commissioner  upon  receiving  a  report 
from  a  tenant  of  an  Increase  in  the  ten¬ 
ant’s  Income  resulting  in  a  monthly  in¬ 
come  of  four  or  more  times  the  full 
monthly  rental  for  the  housing  unit. 
The  contract  shall  also  obligate  the  hous¬ 
ing  owner,  upon  failing  to  notify  Uie 
Commissioner  when  a  report  of  such 
increase  in  income  is  received  from  a 
tenant,  to  reimburse  the  Commissioner 
for  any  rent  supplement  payments  made 
during  the  period  the  tenant  is  receiving 
the  increased  income. 

§  215.80  Change  in  tenant  income 
status. 

Appropriate  adjustments  will  be  made 
in  rent  supplement  payments  to  reflect 
income  changes  shown  by  the  annual 
tenant  Income  recertification.  Rent 
supplement  payments  will  be  discon¬ 
tinued  when  it  is  determined  by  the 
Commissioner  that  25  percent  of  the 
tenant’s  income  is  sufiiclent  to  pay  the 
full  amount  of  the  rent  for  the  unit 
occupied  by  the  tenant.  Where  a  tenant 
Is  no  longer  entitled  to  rent  supplement 
payments,  he  may  continue  to  occupy  the 
unit.  The  rent  charged  for  the  unit 
shall  not  exceed  the  fair  market  rental 
as  determined  by  the  Commissioner. 


PART  220— URBAN  RENEWAL  MORT¬ 
GAGE  INSURANCE  AND  INSURED 
IMPROVEMENT  LOANS 

Subpart  A — Eligibility  Requirements — Homes 
Home  Mortgage  InsXj'bancb 

Sec. 

220.1  Incorporation  by  reference. 

220.2  Application  and  commitment  exten¬ 

sion  fees. 

220.6  Location  of  property. 

220.10  Certificate  by  Secretary  to  Commis¬ 
sioner. 

220.15  Standards  and  conditions  of  ac¬ 
ceptability. 

220.20  Dwelling  units  on  property. 

22C.2S  Maximum  mortgage  amounts — dol¬ 
lar  limitation. 

220.30  Maximum  mortgage  amounts — 
loan-to-value  limitation. 

220.35  Mortgagor’s  minimum  Investment. 
220.40  Rental  properties. 

220.46  Certificates  of  appraisal  and  re¬ 
placement  amounts. 

220.60  Maximum  chargee,  fees  or  dis¬ 

counts. 

IKSUBED  Home  Improvememt  Loans 
220.100  Incorporation  by  reference. 

220.102  Maximum  loan  amount. 

220.103  Type  and  location  of  property. 
220.125  Cost  certification  requirements. 

Subparl  B— Contract  Rights  and  Obligations— 
Homes 

220.251  Incorporation  by  reference. 

220.252  Forbearance  of  foreclosure  and  as¬ 

signment  of  mortgage. 

220.275  Method  of  paying  Insurance  bene¬ 
fits. 

Insured  Home  Improvement  Loans 
220.350  Incorporation  by  reference. 

Subpart  C — Eligibility  Requirements— Projects 
Project  Mortgage  Insurance 
220.601  Incorporation  by  reference. 

220.502  L<x»tlon  of  property. 

220.603  Certificate  by  Secretary  to  Commis¬ 

sioner. 

220.604  Standards  and  conditions  of  ac¬ 

ceptability. 

220.605  Eligible  mortgagors. 

220.606  Development  of  property. 

220.507  Maximum  mortgage  amoimts. 

220.508  Maximum  mortgage  amovmt — loan- 

to-value  limitation. 

220.609  Maximum  mortgage  amount — lease¬ 
holds. 

220.611  Supervision  of  mortgagors. 

220.612  Certificates  of  actual  cost. 

220.613  Builder’s  and  sponsor’s  profit  and 

risk  allowance. 

220.625  Mortgages  of  $200, (KX)  or  less  Involv¬ 
ing  rehabilitation. 

Insured  Project  Improvement  Loans 

220.660  Definitions. 

220.662  Form  of  application. 

220.553  Application  fee. 

220.654  Commitment  and  commitment  fee. 

220.655  Inspection  fee. 

220.660  Fees  on  Increases. 

220.561  Refund  of  fees. 

2201162  Charges  by  lender. 

220.563  Eligible  lenders. 

220.664  Note  and  security  form. 

220.565  Disbursement  of  proceeds. 

220.570  Loan  multiples. 

220.671  Method  of  loan  payment. 

220.572  Date  of  first  pairment  to  principal. 

220.573  Maturity  of  loan. 

220.574  Loan  amortization  period. 

220.675  Maximum  loan  amounts. 

220.576  Maximum  Interest  rate. 
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Soc 

220.677  EllglbUlty  of  Utle. 

230.580  Title  evldenoe. 

220.581  Sectulty  instrument  to  cover  entire 

property. 

220.582  Covenant  against  liens. 

220.583  Accumulation  of  nert  premium. 

220.584  Acciunvilatlon  of  other  items. 

220.585  Application  of  payments. 

220.590  Prepayment  privilege  and  prepay¬ 
ment  charge. 

220.592  Xjate  charge. 

220.593  Certificate  regarding  tise  for  tran¬ 

sient  or  hotel  purposes. 

220.594  Zoning,  deed  or  building  restrlo- 

tions. 

220.595  Certificate  of  nondiscrimination  by 

borrower. 

220.600  Covenant  relating  to  use  of  prop¬ 

erty. 

230.601  Use  of  proceeds. 

320.603  Nature  of  borrower’s  ownership. 

220.603  Supervision  by  Commissioner. 

220.610  Commitments  to  insure. 

220.611  Building  loan  agreement. 

220.612  Assurance  of  completion. 

220.614  Prevailing  wage  requirements. 

220.615  Discrimination  prohibited. 

220.616  Cost  certification  requirements; 

loans  $200,000  or  leas. 

320.618  Cost  certification  requirements; 

loans  over  $200,000. 

220.630  Recoids. 

220.632  Effects  of  agreement. 

220.633  Cost  certification  incontestable. 

Swbpart  D — Contract  Rights  and  Obligations— 
Projects 

Project  Mortgage  Insueamcb 
220.751  Incorporation  by  reference. 

220.753  Forbearance  relief. 

220.760  Payment  of  insurance  benefits. 
220.765  Special  Insurance  benefits — ^forbear¬ 
ance  relief  cases. 

Insured  Project  Improvement  Loans 

220.800  Deflnltiotis. 

220.801  Initial  Insmance  endorsement. 

220.802  Final  Insurance  endorsement. 

220.803  Effect  of  insurance  endorsement. 

220.804  Insurance  premliuns. 

220.805  Termination  of  insurance. 

220.806  Pro  rata  refund  of  Insurance  pre¬ 

mium. 

220.810  Definition  of  default. 

220.811  Date  of  default. 

220.812  Notice  of  default. 

220.813  Commissioner's  right  to  require  ao- 

celeration. 

220.814  Election  of  action. 

220.820  Maximum  claim  period. 

220.821  Items  to  be  filed  on  submitting 

claim. 

220.822  Claim  computation;  Items  Included. 

220.823  Claim  computation;  items  deducted. 
220.830  Debenture  Interest  rate. 

220.832  Maturity  of  debentiires. 

220.834  Registration  of  debentiures. 

220.836  Denomination  of  debentures. 

220.838  Redemption  of  debentures. 

220.840  Issue  date  of  debentures. 

220.842  Cash  adjustment. 

220.850,  Assignment  of  Insured  loans. 

Authoritt:  The  provisions  of  this  Part 
220  Issued  imder  sec.  311.  63  Stat.  2S,  as 
amended,  sec.  220,  68  Stat.  506.  as  amended; 
12  UB.C.  1715b,  17161t. 

Subpart  A — Eligibility  Require¬ 
ments — Homes 
Hobck  Mortgage  Insurakce 
§  220.1  Incorporation  by  reference. 

(a)  All  of  the  provisions  oi  Subpcul  A, 
Part  203  of  this  chapter  ooncemlng  eli¬ 
gibility  requirements  of  mortgages  under 


section  203  of  the  National  Housing  Act 
apply  to  mortgages  covering  one-  to 
eleven-family  dwellings  under  section 
220  of  the  National  Housing  Act.  except 
the  following  provisions: 

Sec. 

203.12  Application  and  commitment  exten¬ 
sion  fees. 

203.15  Certification  of  appraisal  amount. 

203.18  Maximum  mortgage  amounts. 

203.19  Mortgagor’s  minimum  Investment. 

203.27  Maximum  charges,  fees  and  dis¬ 

counts. 

203.28  Economic  soimdness  of  project. 

203.40  Location  of  property. 

203.42  Rental  prop^les. 

203.50  et  seq.  Insured  home  improvement 
loans. 

(b)  For  the  purposes  of  this  subpart 
all  references  in  Part  203  of  this  chapter 
to  section  203  of  the  Act  shall  be  con¬ 
strued  to  refer  to  section  220  of  the  Act. 

§  220.2  Application  and  commitment 
extension  fees. 

All  of  the  provisions  of  S  203.12  con¬ 
cerning  application  and  commitment  ex¬ 
tension  fees  apply  to  mortgages  insured 
under  this  part,  except  the  provision  in 
§  203.12(a)  (1)  (V)  for  an  application  fee 
of  $15  where  the  mortgagee  establishes 
that  the  Veterans  Administration  has  is¬ 
sued  a  Certificate  of  Reasonable  Value 
which  has  not  expired. 

§  220.5  Location  of  property. 

The  mortgaged  property  must  be  lo¬ 
cated  in 

(a)  Hie  area  of  an  existing  slum  clear¬ 
ance  and  urban  redevelopment  project 
covered  by  a  Federal-aid  contract  exe¬ 
cuted  or  primr  approval  granted  (pursu¬ 
ant  to  Title  1  of  the  Housing  Act  of  1949, 
as  amended)  before  the  effective  date  of 
thd  Housing  Act  of  1954.  or 

(b)  An  urban  renewal  area  in  a  com¬ 
munity  which  has  a  workable  program  to 
eliminate  and  prevent  the  spread  of 
slums  and  urban  blight  and  respecting 
which  the  Secretary  of  Housing  and 
Urban  Development  has  made  the  find¬ 
ings  prescribed  In  title  I  of  the  Housing 
Act  of  1949,  as  amended,  or 

(c)  The  area  of  an  urban  renewal 
project  assisted  under  section  111  of  the 
Housing  Act  of  1949,  as  amended,  pro¬ 
viding  for  redevelopment  or  rehabilita¬ 
tion  of  urban  areas  made  necessary  as 
the  result  of  a  disaster,  or 

(d)  An  area  in  which  a  program  of 
concentrated  code  enforcement  activities 
is  being  carried  out  pursuant  to  section 
117  of  the  Housing  Act  of  1949. 

§  220.10  Ortifirate  by  Secretary  to 
Commiaaioper. 

No  mortgage  may  be  Insured  until  a 
redevelopment  or  urban  renewal  plan 
has  been  approved  for  the  area  by  the 
governing  body  of  the  locality  Involved 
and  by  the  Secretary  of  Housing  and 
Urban  Development  and  the  Secretary 
has  certified  to  the  Commissioner  that: 

(a)  The  redevelopment  plaii  or  the 
urban  renewal  plan  conforms  to  a  gen¬ 
eral  plan  for  the  locality  as  a  whole,  and 

(b)  There  exists  the  necessary  author¬ 
ity  and  financial  capacity  to  assure  the 


completion  of  such  redevelopment  or  ur- 
bem  renewal  plan,  or 

(c)  There  exists  an  urban  renewal 
plan  as  required  for  projects  assisted  un¬ 
der  section  111  of  the  Housing  Act  of 
1949,  as  amended,  which  plan  conforms 
to  definite  local  objectives  respecting  ap¬ 
propriate  land  uses,  improved  traffic, 
public  transportation,  public  utilities, 
recreational  and  community  facilities 
and  other  public  improvements,  and 
there  exists  the  necessary  authority  and 
financial  capacity  to  insure  completion 
of  such  urbw  renewal  plan. 

§  220.15  Standards  and  conditions  of 
acceptability. 

The  mortgaged  property  shall  meet 
such  standards  and  conditions  as  the 
Commissioner  shall  prescribe  to  establish 
the  acceptability  of  such  property  for 
mortgage  insurance.  These  shall  Include 
standards  and  conditions  designed  to  re¬ 
store  the  quality  of  the  area  to  a  condi¬ 
tion  which  would  justify  mortgage 
insurance. 

§  220.20  Dwelling  units  on  property. 

At  the  time  the  mortgage  Is  Insured, 
there  shall  be  located  on  the  mortgaged 
property  a  dwelling  designed  principally 
for  residential  use  of  not  more  than  11 
families.  Such  dwellings  may  be  con¬ 
nected  with  other  dwellings  by  a  party 
wall  or  otherwise.  Any  such  dwelling 
shall  be  constructed  or  rehabilitated  pur¬ 
suant  to  an  urban  renewal  plan  approved 
by  the  Secretary  as  provided  In  section 
220(d)(1)(A)  of  the  National  Housing 
Act,  as  amended. 

§  220.25  Maximum  morigage  amounts — 
dollar  limitation. 

Depending  upon  the  design  of  the 
structure,  a  mortgage  shall  not  exceed 
the  lesser  of  the  following: 

(a)  $33,000  for  a  one-family  residence. 

(b)  $35,750  for  a  two-family  residence. 

(c)  $35,750  for  a  three-family  resi¬ 
dence. 

(d)  $41,250  for  a  four-family  resi¬ 
dence. 

(e)  $41,250  plus  not  to  exceed  $7,700 
for  each  additional  family  unit  In  excess 
of  four. 

§  220.30  Maximum  mortgage  amounts — 
loan-to-value  limitation. 

(a)  Occupant  mortgagors.  A  mort¬ 
gage  executed  by  a  mortgagor  who  Is  an 
occupant  of  the  property  shall  not  exceed 
the  following: 

( I )  New  construction — prior  approve  1. 
If  the  mortgage  covers  a  dwelling  which 
Is  approved  for  mortgage  Insurance  prior 
to  the  beginning  of  construction,  the  sum 
of  the  following  percentages  of  the  Com¬ 
missioner’s  estimate  of  the  replacement 
cost  of  the  property  as  of  the  date  the 
mortgage  Is  accepted  for  lnsiu*ance: 

(II)  90  percent  of  such  estimate  In 
excess  of  $15,000  but  not  In  excess  of 
$25,000. 

(ill)  80  percent  (85  percent  In  the  case 
of  a  mortgagor  qualifying  as  a  veteran) 
of  the  amotmt  of  such  estimate  In  excess 
of  $25,000. 
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(2)  New  construction — no  prior  op- 
proval.  If  tlie  mortgage  covers  a  new 
dwelling  imder  construction  which  is  ap¬ 
proved  for  mortgage  insurance  after  the 
beginning  of  construction,  the  sum  of  the 
following  percentages  of  the  Commis¬ 
sioner’s  estimate  of  the  replacement  cost 
of  the  property  as  of  the  date  the  mort¬ 
gage  is  accepted  for  insiirar.ee: 

(i)  90  percent  of  the  first  $25,000  of 
such  estimate. 

(ii)  80  percent  (85  percent  in  the  case 
of  a  mortgagor  qualifying  as  a  veteran) 
of  the  amount  of  such  estimate  in  excess 
of  $25,000. 

(3)  Existinc  construction — prior  ap¬ 
proval.  If  the  mortgage  covers  an  exist¬ 
ing  dwelling  approved  for  mortgage  in¬ 
surance  prior  to  the  beginning  of  con¬ 
struction  or  the  construction  of  which 
has  been  completed  for  more  than  1  year, 
the  sum  of  the  Commissioner’s  estimate 
of  the  cost  of  repair  or  rehabilitation 
added  to  the  Commissioner’s  estimate  of 
the  value  of  the  property  before  rehabili¬ 
tation  in  the  following  percentages: 

(i)  97  percent  of  the  first  $15,000  of  the 
sum  of  such  estimates  (100  percent  of 
$15,000  of  the  sum  of  such  estimates  or 
an  amount  derived  by  adding  to  the  sum 
of  such  estimates  not  in  excess  of  $15,000 
the  items  of  prepaid  expense  approved  by 
the  Commissioner  and  deducting  $200, 
whichever  appraisal  amount  or  total 
amount  is  the  lesser,  in  the  case  of  a 
mortgagor  qualifying  as  a  veteran) . 

(ii)  90  percent  of  the  sum  of  such 
estimates  in  excess  of  $15,000,  but  not  in 
excess  of  $25,000. 

(iii)  80  percent  (85  percent  in  the 
case  of  a  mortgagor  qualifying  as  a 
veteran)  of  the  sum  of  such  estimates 
in  excess  of  $25,000. 

(4)  Existing  construction — no  prior 
approval.  If  the  mortgage  covers  an 
existing  dwelling  which  was  not  approved 
for  mortgage  insurance  prior  to  the  be¬ 
ginning  of  construction  and  the  con¬ 
struction  of  which  has  been  completed 
less  than  1  year,  the  stun  of  the  Commis¬ 
sioner’s  estimate  of  the  cost  of  repair  or 
rehabilitation  added  to  the  Commis¬ 
sioner’s  estimate  of  the  value  of  the  prop¬ 
erty  before  rehabilitation  in  the  follow¬ 
ing  percentages: 

(i)  90  percent  of  the  first  $25,000  of 
the  sum  of  such  estimates. 

(ii)  80  percent  (85  percent  in  the  case 
of  a  mortgagor  qualifying  as  a  veteran) 
of  the  sum  of  such  estimates  in  excess 
of  $25,000. 

(5)  Refinancing.  In  a  case  under 
subparagraph  (3)  or  (4)  of  this  para¬ 
graph  involving  the  refinancing  of  an 
existing  Indebtedness,  the  sum  of  the  fol¬ 
lowing: 

(I)  ’The  estimated  cost  of  repair  and 
rehabilitation. 

(II)  ’The  amotmt  (as  determined  by 
the  Commissioner)  required  to  refinance 
the  exlscing  Indebtedness  secured  by  the 
property. 

(lil)  Any  existing  Indebtedness  (as  de¬ 
termined  by  the  Commissioner)  Incurred 
in  connection  with  improving,  repairing, 
or  rehabilitating  the  property. 
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(b)  Veteran  qualifications.  The  spe¬ 
cial  veteran  terms  provided  in  paragraph 

(a)  of  this  section  shall  only  be  appli¬ 
cable  to  a  mortgage  covering  a  single 
family  dwelling  executed  by  a  mortgagor 
who  submits  to  the  Conunlssioner  one  of 
the  following  certifications: 

(1)  A  Certificate  of  Veteran  Status 
from  the  Veterans  Administration  estab¬ 
lishing  that  he  has  served  90  days  or 
more  on  active  duty  in  the  armed  forces 
(U.S.  Army,  Navy,  Marine  Corps,  Air 
Force,  Coast  Guard,  the  Army  Reserve, 
the  Naval  Reserve,  the  Marine  Corps  Re¬ 
serve,  the  Air  Force  Reserve,  the  Coast 
Guard  Reserve,  the  National  Guard  of 
the  United  States  ar^  the  Air  National 
Guard  of  the  UnitM  States)  of  the 
United  States  and  was  discharged  or  re¬ 
leased  therefrom  under  conditions  other 
than  dishonorable. 

(2)  A  certificate  Issued  by  the  Secre¬ 
tary  of  Defense  establishing  that  the 
mortgagor  performed  extra  hazardous 
service  while  serving  in  the  armed  forces 
for  a  period  of  less  than  90  days. 

(c)  Nonoccupant  mortgagors.  (1)  A 
mortgage,  executed  by  a  mortgagor  who 
is  not  the  occupant  of  the  property  and 
who  certifies  to  the  Commissioner  that 
he  Intends  to  hold  the  property  for  rental 
purposes,  shall  not  exceed  93  percent  of 
any  amount  available  to  a  nonveteran 
under  subparagraphs  (1)  through  (4)  of 
paragraph  (a)  of  this  section,  or  100 
percent  of  an  amount  compute  tmder 
subparagraph  (5)  of  paragraph  (a)  of 
this  section. 

(2)  A  mortgage,  exe<nited  by  a  mort¬ 
gagor  who  is  not  the  occupant  of  the 
property  and  who  certifies  to  the  Com¬ 
missioner  that  he  intends  to  hold  the 
property  for  the  purpose  of  the  sale,  shall 
not  exceed: 

(1)  85  percent  of  any  amount  available 
to  a  non  veteran  under  subparagraphs  (1) 
through  (4)  of  paragraph  (a)  of  this  sec¬ 
tion,  or  100  percent  of  any  amount  com¬ 
puted  under  subparagraph  (5)  of  para¬ 
graph  (a)  of  this  section. 

(ii)  100  percent  of  any  amount  avail¬ 
able  to  a  nonveteran  under  subi>ara- 
graplis  (1)  through  (4)  of  paragraph  (a) 
of  this  section,  without  taking  into  con¬ 
sideration  the  refinancing  limitations  in 
subparagraph  (5)  of  paragraph  (a)  of 
this  section,  if  the  mortgage  covers  a 
one-  or  two-family  residence  and  the 
Commissioner  is  furnished  with  certifi¬ 
cates  indicating  that: 

(a)  ’The  mortgagor  will  not  rent  (ex¬ 
cept  for  a  rental  term  of  not  less  than 
30  days  and  not  more  than  60  days) ,  sell 
(except  where  the  insured  mortgage  is 
paid  in  full  as  an  Incident  of  the  sale) , 
or  occupy  the  property  prior  to  the  18th 
amortization  pasonent  of  the  mortgage, 
except  with  the  prior  written  approval  of 
the  Commissioner. 

(b)  ’There  has  been  deposited  In  an 
escrow,  trust,  or  special  account  not  less 
than  15  percent  of  the  original  principal 
amount  of  the  mortgage  proceeds  or 
such  additional  amoxmt  as  may  be  neces¬ 
sary  to  reduce  the  remaining  principal  to 
an  amount  not  exceeding  the  sum  of  the 
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estimated  cost  of  repairs  and  rehabilita¬ 
tion,  and  the  amount  required  to  refi¬ 
nance  any  existing  Indebtedness  de¬ 
termined  by  the  Commissioner  to  have 
been  Incurred  in  connection  with  im¬ 
proving,  repairing  or  rehabilitating  the 
property. 

(c)  ’The  mortgagor  agrees  that,  if  the 
property  is  not  sold  prior  to  the  due  date 
of  the  18th  amortization  payment  of  the 
mortgage  to  a  purchaser  acceptable  to 
the  Commissioner  who  will  occupy  the 
property,  a.ssume,  and  agree  to  pay  the 
mortgage  Indebtedness,  the  amount  held 
in  escrow,  trust,  or  special  account  will 
be  applied  in  reduction  of  the  outstand¬ 
ing  principal  amount  of  the  mortgage  as 
of  the  due  date  of  the  18th  amortization 
payment  of  the  mortgage;  and 

(d)  The  mortgagee  agrees  that  any 
portion  of  the  fund  held  in  escrow,  trust, 
or  special  account,  not  applied  to  the 
mortgage  In  accordance  with  the  provi¬ 
sions  of  this  paragraph,  shall  be  de¬ 
ducted  from  the  amount  of  the  cash  set¬ 
tlement  to  which  the  mortgagee  would  be 
otherwise  entitled  if  a  claim  for  insur¬ 
ance  benefits  is  filed. 

§  220.35  Mortgagor's  minimum  invest¬ 
ment. 

At  the  time  the  mortgage  Is  insured 
the  mortgagor  shall  have  paid  on  accoimt 
of  the  property  at  least  3  percent  of  the 
Commissioner’s  estimate  of  the  cost  of 
acquisition,  or  such  larger  amount  as  the 
Commissioner  may  determine,  in  cash  or 
its  equivalent. 

§  220.40  Rental  properties. 

(a)  A  mortgage  on  property  upon 
which  there  is  a  dv/elling  to  be  rented  by 
the  mortgagor,  shall  not  be  eligible  for 
Insurance  of  said  property  is  a  part  of,  or 
adjacent  or  contiguous  to  a  project,  sub¬ 
division  or  group  of  similar  rental  prop¬ 
erties  which  Involve  twelve  or  more 
dwelling  units  if  the  mortgagor  has  any 
financial  Interest  in  said  properties. 

(b)  No  two-,  three-,  or  four-family 
dwelling  nor  single-family  dwelling,  if 
it  is  a  part  of  a  group  of  five  or  more 
single  family  dwellings  held  by  the  same 
mortgagor  or  any  part  or  imit  thereof, 
shall  be  rented  or  offered  for  rent  for 
transient  or  hotel  purposes,  as  defined 
in  S  203.16  of  this  chapter,  so  long  as 
such  dwelling  is  subject  to  any  insimed 
mortgage. 

(c)  The  provisions  of  paragraph  (a) 
of  this  section  shall  not  apply  where  the 
Commissioner  determines  that  the  ap¬ 
plication  of  such  provisions  would  sub¬ 
stantially  Interfere  with  the  repair  and 
rehabilitation  of  a  subdivision  or  group 
of  existing  properties. 

§  220.45  Certifirates  of  appraisal  and 
rcpiurement  amouiit.s. 

All  of  the  provisions  of  §  203.15  of  this 
chapter  apply  to  mortgages  Insured 
under  this  subpart  except  that  with  re¬ 
spect  to  mortgages  meeting  the  require¬ 
ments  of  §  220.21(a)(1),  the  application 
for  Insurance  must  be  accompanied  by 
an  agreement  satisfactory  to  the  Com¬ 
missioner  executed  by  the  seller,  builder 
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or  such  other  person  as  required  by  the 
Commissioner  whereby  such  person 
agrees  that  prior  to  any  sale  of  the 
dwelling  such  person  will  deliver  to  the 
purchaser  of  the  property  a  written 
statement  acceptable  to  the  Commis¬ 
sioner  setting  forth  the  amount  of  the 
Commissioner’s  estimate  of  the  replace¬ 
ment  cost  of  the  property. 

§  220.50  Maximum  chaises,  fees  or  dis¬ 
counts. 

(a)  The  mortgagee  may  collect  from 
the  mortgagor  the  following  charges,  fees 
or  dlscoimts: 

(1)  The  application  fees  provided  for 
in  this  part. 

(2)  A  charge  to  compensate  the  mort¬ 
gagee  for  expenses  incurred  in  originat¬ 
ing  and  closing  the  loan,  the  charge  not 
to  exceed: 

(1)  $20  or  1  percent  of  the  original 
principal  amoimt  of  the  mortgage, 
whichever  is  the  greater;  or 

(il)  $50  or  2V6«  percent  of  the  original 
principal  amount  of  the  mortgage, 
whichever  Is  the  greater,  with  respect 
to  mortgages  on  property  under  con¬ 
struction  or  to  be  constructed  where  the 
mortgagee  makes  partial  disbursements 
and  inspections  of  the  property  during 
the  progress  of  construction. 

(ill)  If  the  mortgage  Involves  repair  or 
rehabilitation,  and  the  mortgagee  meets 
the  conditions  of  subdivision  (11)  of  this 
subparagraph  relating  to  disbursements 
imd  inspections,  the  charge  prescribed  in 
subdivision  (11)  of  this  subparagraph 
may  be  collected  in  connection  with  that 
portion  of  the  mortgage  applied  to  such 
repair  or  rehabilitation.  The  charge 
with  respect  to  any  part  of  the  mortgage 
not  applied  to  repair  or  rehabilitation,  or 
any  part  of  the  mortgage  so  applied 
which  does  not  meet  the  conditions  of 
subdivision  (11)  of  this  subparagraph  re¬ 
lating  to  disbursements  and  inspections, 
shall  be  limited  to  that  provided  In  sub¬ 
division  (1)  of  this  subparagraph. 

(3)  Reasonable  and  customary 
amounts  for  any  of  the  following  items: 

(1)  Recording  fees  and  recording  taxes 
or  other  charges  incident  to  recordation; 

(li)  Credit  Reix)rt; 

(ii)  Survey,  if  required  by  mortgagee 
or  mortgagor; 

(iv)  Title  examination;  title  Insur¬ 
ance,  if  any; 

(v)  Such  other  reasonable  and  cus¬ 
tomary  charges  or  fees  as  may  be  au¬ 
thorized  by  the  Commissioner. 

(4)  Reasonable  and  c  ustomary 
charges  in  the  nature  of  discounts  If 
the  mortgagor  Is: 

(1)  A  builder  constructing  houses  for 
sale  who  executes  the  mortgage  tq  his 
own  name; 

(il)  Constuctlng  a  dwelling  for  his 
own  occupancy;  or 

(ill)  Refinancing  an  existing  indebted¬ 
ness  secured  by  the  property  owned  by 
the  mortgagor. 

(Iv)  Purchasing  the  property  from  a 
governmental  agency  or  mimldpal  cor¬ 
poration  which  is  precluded  by  statute 
from  paying  the  discount. 


Insttred  Homb  Improvement  Loans 
§  220.100  Incorporation  by  reference. 

All  of  the  provisions  in  9  9  203.50  et  seq. 
covering  insured  home  Improvwnent 
loans  under  section  203 (k)  of  the  Act 
shall  apply  to  insured  heune  improve¬ 
ment  loans  on  one-  to  eleven-family 
dwellings  under  section  220(h)  of  the 
Act  except  the  following  provisions: 
Sec. 

203.73  Maximum  loan  amounts. 

§  220.102  Maximum  loan  amount. 

(a)  The  principal  amount  of  the  loan 
shall  not  exceed: 

(1)  The  Commissioner’s  estimate  of 
the  cost  of  improvements,  $40,000,  or 
$12,000  per  family  unit,  whichever  Is 
the  lesser:  or 

(2)  An  amount  which,  when  added  to 
any  outstanding  indebtedness  related  to 
the  property,  creates  a  total  outstanding 
Indebte^ess  which  does  not  exceed  the 
limits  prescribed  In  9  9  220.25  and  220.30 
for  mortgages  on  properties  other  than 
new  construction;  or 

(3)  Where  the  proceeds  are  to  be 
used  for  the  purposes  Indicated  in  9  203.- 
82(a)(2)  of  this  chapter,  an  amount 
which  when  added  to  the  aggregate 
principal  balance  of  any  outstanding  in¬ 
sured  home  Improvement  loans  which 
were  obtained  for  the  purposes  indicated 
in  9  203.82(a)  (2)  of  this  chapter,  creates 
an  aggregate  indebtedness  for  such  pur¬ 
poses  of  not  to  exceed  $12,000. 

(b)  In  any  geographical  area  where 
the  Commissioner  finds  the  cost  levels 
so  require,  he  may  increase  by  not  to 
exceed  45  percent  the  $12,000  per  family 
unit  limitation  set  forth  in  paragraphs 
(a)  (1)  and  (3)  of  this  section. 

(b)  In  any  geographical  area  where 
the  Commissioner  finds  cost  levels  so 
require,  he  may  increase  by  not  to  ex¬ 
ceed  45  percent  the  $10,000  per  family 
unit  limitation  set  forth  In  paragraph 
(a)  (1)  and  (3)  of  this  section. 

g  220.103  Type  and  location  of  prof^ 
erty. 

The  property  to  be  Improved  shall: 

(a)  Constitute  real  property  located 
within  the  United  States,  its  territories, 
or  possessions; 

(b)  Contain  an  existing  structure  or 
structures; 

(c)  Be  located  In  one  of  the  urban 
renewal  areas  specified  in  9  220.5. 

§  220.125  Coat  certification  rcffuir^ 
menu. 

A  loan  for  the  Improvement  of  a 
structure  which  Is  used,  or  upon  com¬ 
pletion  of  the  improvements  will  be  used, 
as  a  dwelling  for  five  to  eleven  families 
shall  be  subject  to  the  provisions  of  para¬ 
graphs  (a)  through  (c)  of  this  section 
as  follows: 

(a)  The  lender  shall  submit  with  the 
application  for  commitment  an  agree¬ 
ment  on  a  form  prescribed  by  the  Com¬ 
missioner,  executed  by  the  borrower  and 
the  lender,  in  which: 


(1)  The  borrower  agrees  to  execute, 
upon  completion  of  the  improvements,  a 
certificate  of  the  actual  cost  of  the  im¬ 
provements. 

(2)  The  borrower  and  the  lender 
agree  that  if  the  actual  cost  of  the  im¬ 
provements  Is  less  than  the  amount  au¬ 
thorized  in  the  commitment,  the  amount 
of  the  loan  shall  not  exceed  the  actual 
cost  of  the  improvements,  and  that  the 
amount  of  the  loan  shall  be  further  ad¬ 
justed  to  the  lowest  $50  multiple  where 
the  amount  is  not  in  excess  of  $12,000, 
or  adjusted  to  the  lowest  $100  multiple 
where  the  amount  exceeds  $12,000. 

(b)  No  loan  shall  be  insured  unless  in 
accordance  with  the  agreement  between 
the  borrower  and  the  lender. 

(1)  The  required  certification  of  actual 
cost  Is  made  by  the  borrower;  and 

(2)  The  amount  of  the  loan  is  ad¬ 
justed  to  refiect  the  actual  cost  of  the 
Improvements. 

(c)  The  term  "actual  cost  of  the  im¬ 
provements"  shall  mean  the  cost  to  the 
borrower  of  the  Improvements,  after  de¬ 
ducting  the  amount  of  any  kickbacks, 
rebates,  or  trade  discount  received  In 
connection  with  the  improvements,  and 
Including: 

(1)  The  amoimts  paid  under  any  con¬ 
tract  for  the  improvements,  labor,  ma¬ 
terials.  and  for  any  other  items  of  ex¬ 
pense  approved  by  the  Commissioner; 
and 

(2)  A  reasonable  allowance  for  con¬ 
tractor’s  profit,  in  an  amount  approved 
by  the  Commissioner,  where  the  CMn- 
mlssloner  determines  that  there  is  an 
Identity  of  interest  between  the  borrower 
and  the  contractor 

(d)  Any  agreement,  tmdertaklng 
statement  or  certification  required  In 
connection  with  cost  certification  shall 
specifically  state  that  It  has  been  made, 
presented  and  delivered  for  the  purpose 
of  Infiuenciiig  an  official  action  of  Uie 
Commissioner  and  may  be  relied  upon  as 
a  true  statement  of  the  facts  contained 
therein. 

(e)  Upon  the  Commissioner’s  approval 
of  the  borrower’s  certification,  such  cer¬ 
tification  shall  be  final  and  Incontestable 
except  for  fraud  or  material  misrepre¬ 
sentation  on  the  part  of  the  borrower. 

(f)  The  borrower  shall  keep  and 
maintain  adequate  records  of  all  costs 
of  any  construction  improvements  or 
other  cost  items  not  representing  work 
imder  the  general  contract  and  shall 
require  the  builder  to  keep  similar  rec¬ 
ords  and,  upon  request  by  the  Commis¬ 
sioner,  shall  make  available  for  examina¬ 
tion  such  records.  Including  any  col¬ 
lateral  agreements. 

Subpart  B — Contract  Rights  and 
Obligations — Homes 
§220.251  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Subpart  B, 
Part  203  of  this  chapter  covering  mort¬ 
gages  Insured  under  section  203  of  the 
National  Housing  Act  apply  to  mortgages 
covering  1-  to  11-famlly  dwellings  in¬ 
sured  under  section  220  of  the  National 
Housing  Act,  except  the  following: 
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S«e. 

aos.340  Conditions  of  special  forbearance 
ntiet. 

30S.341  Belmburseznent  for  uncollected 
Interest. 

303.343  Recasting  of  mortgage. 

303.860  Assignment  of  defaulted  mortgage — 
In  general. 

203.361  Application  for  Insurance  benefits 

and  fiscal  data. 

203.362  Title  evidence  upon  assignment. 

203.363  Certification  by  mortgagee. 

203.400  Method  of  payment. 

303.420  Nature  of  Mutual  Mortgage  Insur. 

ance  Fund. 

203.421  Allocation  of  Mutual  Mortgage  In¬ 

stance  Fund  Income  or  loss. 

203.422  Right  and  liability  under  Mutual 

Mortgage  Insurance  Fund. 

203.423  Distribution  of  distributive  shares. 

203.424  Maximum  amoxmt  of  distributive 

shares. 

203.426  Finality  of  determination. 

(b)  For  the  purposes  of  this  subpart, 
all  references  in  Part  203  of  this  chapter 
to  section  203  of  the  act  shall  be  con¬ 
strued  to  refer  to  section  220  of  the  act, 
and  all  references  to  the  Mutual  Mort¬ 
gage  Insurance  Fund  shall  be  construed 
to  refer  to  the  General  Insurance  Fund. 

§  220.252  Forbearan''e  of  foreclosure 
and  assignment  of  mortgage. 

All  of  the  provisions  of  99  203.340 
through  203.342,  203.350,  203.352  and 
203.353  of  this  chapter  shall  apply  to 
mortgages  Insured  under  this  subpart, 
except  that  the  provisions  relating  to 
forbearance  of  foreclosure,  recasting 
of  the  mortgage  and  assignment  of  a 
defaulted  mortgage,  shall  be  applicable 
only  to  a  mortgage  covering  a  property 
having  not  more  than  four  dwelling 
tmits. 

§  220JS75  Method  of  paying  insurance 
benefits. 

If  the  application  for  Insurance  bene¬ 
fits  Is  acceptable  to  the  Commissioner, 
all  of  the  Insurance  claim  shall  be  paid 
in  cash  unless  the  mortgagee  files  a  v^t- 
ten  request  with  the  application  for  pay¬ 
ment  in  debentures.  If  such  a  request  Is 
made,  all  of  the  claim  shall  be  paid  by 
issuing  debentures  and  by  maklng'a  cash 
payment  adjusting  any  differences  be¬ 
tween  the  total  amount  of  the  claim  and 
the  amount  of  the  debentures  Issued. 

Insured  Homs  Improvement  Loans 
§  220.350  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  99  203.440 
et  seq.  of  this  chapter  covering  Insured 
home  Improvement  loans  under  section 
203  (k)  of  the  Act  shall  apply  to  home 
improvement  loans  on  one-  to  four- 
family  dwellings  under  section  220(h) 
of  the  A^t. 

Subpart  C — Eligibility  Require¬ 
ments — Projects 
Project  Mortgage  Insurance 
§  220.501  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Subpart  A, 
Part  207  of  this  chapter,  concerning  eli¬ 
gibility  requirements  of  mortgages  cov¬ 
ering  multifamily  housing  under  section 
207  of  the  National  Housing  Act,  apply 


with  full  force  and  effect  to  multifamily 
project  mortgages  Insured  imder  section 
220  of  the  National  Housing  Act,  except 
the  following  provisions: 

Sec. 

207.3  Issuance  of  commitment. 

207.4  Maxlmtun  mortgage  amounts. 

207.11  Soundness  of  project. 

207.17  Classification. 

207.10  Required  supervision  of  private 
mortgagors. 

207.24  Development  of  property. 

207.27  Certificates  of  actual  cost. 

207fil  Eligibility  of  miscellaneous  -  type 
mortgages. 

207.33  Eligibility  of  mortgages  on  trailer 
courts  or  parks  for  traUer  coach 
mobile  dwellings. 

(b)  For  the  purposes  of  this  subpart 
all  references  In  Part  207  of  this  chapter 
to  section  207  of  the  National  Hou.slng 
Act  shall  be  deemed  to  refer  to  section 
220  of  the  National  Housing  Act. 

§  220.502  Location  of  property. 

The  mortgaged  property  must  be  lo¬ 
cated  In: 

(a)  The  area  of  an  existing  slum 
clearance  and  urban  redevelopment 
project  covered  by  a  Federal-aid  con¬ 
tract  executed  or  a  prior  approval 
granted  (pursuant  to  Title  I  of  the 
Housing  Act  of  1949,  as  amended),  be¬ 
fore  the  effective  date  of  the  Housing 
Act  of  1954,  or 

(b)  An  urban  renewal  area  In  a  com¬ 
munity  which  has  a  workable  program 
to  eliminate  and  prevent  the  spread  of 
slums  and  urban  blight,  and  respecting 
which  the  Secretary  of  Housing  and  Ur¬ 
ban  Development  has  made  the  findings 
prescribed  In  title  I  of  the  Housing  Act 
of  1949,  as  amended,  or 

(c)  The  area  of  an  urban  renewal 
project  assisted  under  section  111  of  the 
Housing  Act  of  1949,  as  amended,  pro¬ 
viding  for  redevelopment  or  rehabilita¬ 
tion  of  urban  areas  made  necessary  as 
the  result  of  a  disaster,  or 

(d)  An  area  In  which  a  program  of 
concentrated  code  enforcement  activities 
Is  being  carried  out  pursuant  to  section 
117  of  the  Housing  Act  of  1949. 

§  220.503  Certificate  by  Secretary  to 
Com  missioner. 

No  mortgage  shall  be  Insured  until  a 
redevelopment  or  urban  renewal  plan 
has  been  approved  for  the  area  by  the 
governing  body  of  the  locality  involved 
and  by  the  Secretary  of  Housing  and 
Urban  Development  and  the  Secretary 
has  certified  to  the  Commissioner  that: 

(a)  The  redevelopment  plan  or  the 
urban  renewal  plan  conforms  to  a  gen¬ 
eral  plan  for  the  locality  as  a  whole,  and 

(b)  There  exists  the  necessary  author¬ 
ity  and  financial  capacity  to  assure  the 
completion  of  such  redevelopment  or 
urban  renewal  plan,  or 

(c)  There  exists  an  urban  renewal 
plan  as  required  for  projects  assisted  un¬ 
der  section  111  of  the  Housing  Act  of 
1949,  as  amended,  which  plan  conforms 
to  definite  local  objectives  re.spcctlng 
appropriate  land  uses.  Improved  traffic, 
public  transportation,  public  utilities, 
recreational  and  community  facilities 


and  other  public  Improvements,  and 
there  exists  the  necessary  authority  and 
financial  capacity  to  insure  completion 
of  such  urban  renewal  plan. 

§  220.504  Standards  and  conditions  of 
acceptability. 

The  mortgaged  property  must  meet 
such  standards  and  conditions  as  the 
Commissioner  shall  prescribe  to  estab¬ 
lish  the  acceptability  of  such  property  for 
mortgage  insurance.  These  will  include 
standards  and  conditions  designed  to  re¬ 
store  the  quality  of  the  area  to  a  condi¬ 
tion  which  would  Justify  mortgage 
insurance. 

§  220.505  F.ligiblc  inorlpagors. 

In  order  to  be  eligible  under  this  sub¬ 
part,  the  mortgagor  shall  be  one  of  the 
following  types: 

(a)  Private  mortgagors.  Any  mort¬ 
gagor  approved  by  the  Commissioner 
which  until  the  termination  of  all  obli¬ 
gations  of  the  Commissioner  under  the 
insurance  contract  and  during  such  fur¬ 
ther  period  of  time  as  the  Comml.ssloner 
shall  be  the  owner,  holder,  or  reinsurer 
of  the  mortgage,  is  regulated  or  restricted 
by  the  Commissioner  as  to  rents  or  sstles, 
charges,  capital  structure,  rate  of  return, 
and  methods  of  operation. 

(b)  PubUc  mortgagors.  A  Federal  or 
State  Instrumentality,  a  municipal  cor¬ 
porate  Instrumentality  of  one  or  more 
States,  or  a  limited  dividend  or  rede¬ 
velopment  or  housing  corporation  or 
other  legal  entity  restricted  by  or  under 
Federal  or  State  laws  or  regulations  of 
State  banking  or  insurance  departments 
as  to  rents,  charges,  capital  structure, 
rate  of  return,  or  methods  of  operation. 

§  220.506  Development  of  property. 

(a)  Obligation  of  mortgagor  to  con¬ 
struct  project.  At  the  time  the  mort¬ 
gage  Is  Insured,  the  mortgagor  shall  be 
obligated  to  construct  and  complete  new 
housing  accommodations  on  the  mort¬ 
gaged  property  or  to  rehabilitate  existing 
housing  accommodations  thereon.  The 
Commissioner  may  Insure  a  mortgage  on 
a  completed  project  constructed  pur¬ 
suant  to  a  commitment  to  insure  upon 
completion. 

(b)  Minimum  number  of  units.  The 
project  shall  consist  of  not  less  than  two 
rental  dwelling  units  on  one  site  and  may 
be  detached,  semidetached,  or  row 
houses,  or  a  multifamily  structure.  The 
site  may  consist  of  two  or  more  non¬ 
contiguous  parcels  of  land  whenever  the 
Commissioner  shall  have  determined 
that  the  parcels  are  (1)  so  situated  as 
to  comprise  a  readily  marketable  real 
estate  entity,  and  (2)  within  an  area 
small  enough  to  allow  convenient  and 
efficient  management. 

(c)  Compliance  with  governmental 
regulations.  The  property.  Including 
Improvements,  shall  comply  with  any 
material  zoning  or  deed  restrictions  ap¬ 
plicable  to  the  project  site  and  with  all 
applicable  building  and  other  govern¬ 
mental  regxilatlons. 

(d)  Property  facilities.  The  project 
shall  be  predominantly  residential.  It 
may  Include  such  nondwelling  facilities 
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as  the  Commissioner  determines  will  be 
desirable  and  consistent  with  the  urban 
renewal  plan  and  contribute  to  the 
economic  feasibility  of  the  project.  In 
approving  such  facility,  the  Commis¬ 
sioner  shall  give  due  consideration  to 
the  possible  effect  of  the  project  on  other 
business  enterprises  in  the  community. 

§  220.507  Maximum  mortgage  amounts. 

(a)  Dollar  limitation — fn  general.  A 
mortgage  may  Involve  a  principal  obliga¬ 
tion  not  in  excess  of  the  lesser  of  the  fol¬ 
lowing: 

(1)  $50  million. 

(2)  [Reserved] 

(3)  (1)  For  such  part  of  the  property 
or  project  attributable  to  dwelling  use 
(excluding  exterior  land  improvements 
as  defined  by  the  Commissioner),  an 
amount  per  family  unit,  depending  on  the 
number  of  bedrooms,  which  may  be: 

(a)  $9,900  without  a  bedroom. 

(b)  $13,750  with  one  bedroom. 

(c)  $16,500  with  two  bedrooms. 

(d)  $20,350  with  three  bedromns. 

(e)  $23,100  with  four  or  more 
bedrooms. 

(11)  Where  the  project  Involves  the  re¬ 
habilitation  of  not  more  than  five  family 
units,  the  mortgage  amounts  per  family 
unit  designated  In  subdivision  (1)  of  this 
subparagraph  may  be  increased  by  25 
percent  as  follows: 

(a)  $20,625  for  a  two-bedroom  unit. 

(b)  $25,425  for  a  three-bedroom  imit. 

(c)  $28,875  for  a  four  or  more  bedroom 
unit. 

(b)  Increased  dollar  limitation — ele¬ 
vator  type  structures.  In  order  to  com¬ 
pensate  for  higher  (X)sts  Incident  to  the 
construction  of  elevator  type  structures, 
the  Commissioner  may  increase  the  dol¬ 
lar  amounts  per  family  unit,  in  para¬ 
graph  (a)  (3)  of  this  section,  as  follows: 

(1)  With  respect  to  any  elevator  type 
structure: 

(1)  $11,550  without  a  bedroom. 

(ii)  $16,500  with  one  bedroom, 

(Hi)  $19,800  with  two  bedrooms. 

(iv)  $24,750  with  three  bedrooms. 

(v)  $28,050  with  foiu:  or  more 
bedrooms. 

(2)  With  respect  to  an  elevator  type 
project  involving  the  rehabilitation  of 
not  more  than  five  family  units,  the 
dollar  amounts  per  family  unit.  In  sub- 
paragraph  (1)  of  this  paragraph,  may 
be  Increased  by  25  percent  as  follows: 

(1)  $24,750  with  two  bedrooms. 

(11)  $30,925  with  three  bedrooms. 

(lii)  $35,050  with  four  or  more  bed¬ 
rooms. 

(c)  Increased  mortgage  amount — high 
cost  areas.  (1)  In  any  geographical  area 
w'here  the  Commissioner  finds  cost  levels 
so  require,  the  Commissioner  may  in¬ 
crease,  by  not  to  exceed  45  percent,  the 
dollar  amount  limitations  set  forth  In 
paragraphs  (a)(3)  and  (b)  of  this  sec¬ 
tion. 

( 2 )  If  the  Commissioner  finds  that  be¬ 
cause  of  high  (x>sts  in  Alaska,  Guam,  or 
Hawaii  it  Is  not  feasible  to  construct 
dwellings  without  the  sacrifice  of  soimcl 
standards  of  (instruction,  design,  and 
livability  within  the  limitations  of  max¬ 
imum  mortgage  amounts  provided  in 
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this  section,  the  principal  obligation  of 
mortgages  may  be  increased  in  such 
amounts  as  may  be  ne(issary  to  com¬ 
pensate  for  such  costs,  but  not  to  exceed 
in  any  event  the  maximum.  Including 
high  cost  area  increases,  if  any,  other¬ 
wise  applicable  by  more  than  one-half 
thereof. 

(d)  Adjusted  mortgage  amount — re¬ 
habilitation  projects.  A  mortgage  hav¬ 
ing  a  principal  amount  computed  in 
ccwnpliance  with  the  applicable  provi¬ 
sions  of  paragraphs  (a)  to  (c)  of  this 
section,  and  which  involves  a  project  to 
be  repaired  or  rehabilitated,  shall  be 
subject  to  the  following  additional  lim¬ 
itations  : 

( 1 )  Property  held  in  fee.  If  the  mort¬ 
gagor  Is  the  fee  simple  owner  of  the 
project,  the  maximum  mortgage  amoimt 
shall  not  exceed  100  percent  of  the  Com¬ 
missioner’s  estimate  of  the  cost  of  the 
proposed  repairs  or  rehabilitation;  or 

(2)  Property  subject  to  existing  mort¬ 
gage.  If  the  mortgagor  owns  the  project 
subject  to  an  outstanding  Indebtedness, 
which  is  to  be  refinanced  with  part  of 
the  insured  mortgage,  the  maximum 
mortgage  amoimt  shall  not  exceed:  (1) 
The  Commissioner’s  estimate  of  the  cost 
of  the  rei>air  or  rehabilitation;  and  (11) 
such  portion  of  the  outstanding  in¬ 
debtedness  as  does  not  exceed  90  percent 
of  the  Commissioner’s  estimate  of  the 
fair  market  value  of  such  land  and  Im¬ 
provements  prior  to  the  repair  or  re¬ 
habilitation;  or 

(3)  Property  to  be  acquired.  If  the 
project  is  to  be  acquired  by  the  mort¬ 
gagor  and  the  purchase  price  is  to  be 
financed  with  a  part  of  the  Insured 
mortgage,  the  maximum  mortgage 
amount  shall  not  exceed  90  percent  of: 

(I)  The  Commissioner’s  estimate  of  the 
cost  of  the  repair  or  rehabilitation  and 

(II)  the  sictual  purchase  price  of  the 
land  and  improvements,  but  not  in  ex¬ 
cess  of  the  Commissioner’s  estimate  of 
the  fair  market  value  of  such  land  and 
Improvements  prior  to  the  repair  or 
rehabilitation. 

’The  dollar  limitation  set  forth  in  this 
section  is  in  addition  to  the  loan-to- 
value  limitation  as  set  forth  in  §  220.508. 

(e)  Loans  to  cover  2-year  operating 
loss — (1)  Operating  loss  determination. 
When  the  Commissioner  determines  that 
an  operating  loss  has  occurred  during  the 
first  2  years  following  completion  of  the 
project,  he  may,  in  his  discretion,  accept 
for  insurance  under  this  part,  a  loan  to 
cover  such  loss.  For  the  purposes  of  this 
section,  an  operating  loss  shall  occur 
when  the  Commissioner  determines  that 
the  total  of  the  taxes,  interest  on  the 
mortgage  debt,  mortgage  insurance 
premiums,  hazard  insurance  premiums, 
and  the  expense  of  maintenance  and 
operation  of  the  project  (excluding  de¬ 
preciation)  exceeds  the  project  income. 

(2)  Security  instrument.  The  loan 
shall  be  secured  by  an  Instrument  in  a 
form  approved  by  the  Commissioner  for 
use  in  the  jurisdiction  In  which  the  proj¬ 
ect  is  located. 

(3)  Maximum  interest  rate.  The  loan 
may  bear  Interest  at  such  rate  as  may  be 
agreed  upon  by  the  mortgagee  and  the 


mortgagor,  but  In  no  case  shall  such  rate 
exceed  the  rate  in  effect  imder  §  207,7  of 
this  chapter  on  the  date  the  (X)mmltment 
Is  Issued.  Interest  shall  be  payable  In 
monthly  installments  on  the  principal 
then  outstanding. 

(4)  Maturity.  The  loan  shall  be  limited 
to  a  term  not  exceeding  the  unexplred 
term  of  the  original  mortgage. 

§  220.508  Maximum  mortgage 
amount — loan-to-value  limitation. 

In  addition  to  meeting  the  dollar 
limitation  set  forth  in  S  220.507,  the 
mortgage  shall  be  in  an  amount  not  to 
exceed: 

(a)  Approved  new  construction.  90 
percent  of  the  Commissioner’s  estimate 
of  the  replacement  cost  of  the  property 
or  project  when  the  proposed  improve¬ 
ments  are  completed,  if  the  project  is 
approved  for  mortgage  insurance  prior  to 
the  beginning  of  construction.  The  re¬ 
placement  cost  of  the  property  or  proj¬ 
ect  may  Include  the  land,  the  proposed 
physical  Improvements,  utilities  within 
the  boundaries  of  the  property  or  project, 
architect’s  fees,  taxes.  Interest  during 
construction,  and  other  miscellaneous 
charges  lncl(lent  to  construction  and  ap¬ 
proved  by  the  Commissioner;  and  shall 
include  an  allowance  for  builder’s  and 
sponsor’s  profit  and  risk  to  be  determined 
by  totaling  the  foregoing  items,  with  the 
exception  of  the  land,  and  apply  the 
percentage  or  percentages  specified  in 
§  220.513. 

(b)  Nonapproved  new  construction. 
90  percent  of  the  Commissioner’s  esti¬ 
mate  of  the  value  of  the  property  or 
project  when  the  proposed  improve¬ 
ments  are  completed.  If  the  project  is 
under  construction  and  was  not  ap¬ 
proved  for  mortgage  insurance  prior  to 
the  beginning  of  construction. 

(c)  Repair  and  rehabilitation.  90  per¬ 
cent  of  the  sum  of  the  estimated  cost  of 
repair  and  rehabilitation  and  the  Com¬ 
missioner’s  estimate  of  the  value  of  the 
property  or  project  before  repair  and 
reliabilitation. 

(d)  Limitations  on  refinancing.  ’The 
estimated  cost  of  repair  and  rehabilita¬ 
tion  and  the  amount,  as  determined  by 
the  Commissioner,  required  to  refinance 
existing  Indebtedness  secured  by  the 
property  or  project. 

(e)  Limitations  on  purchase  from  local 
public  agency.  If  the  mortgage  involves 
the  financing  of  the  purchase  of  prop¬ 
erty  which  has  been  rehabilitated  by  a 
local  public  agency  with  federal  assist¬ 
ance  pursuant  to  section  110(c)(8)  of 
the  Housing  Act  of  1949,  the  mortgage 
shall  not  exceed  the  lesser  of  the  follow¬ 
ing  amounts: 

(1)  90  percent  of  the  Commissioner’s 
estimate  of  the  appraised  value  of  the 
property,  as  of  the  date  the  mortgage  is 
accepted  for  Insurance. 

(2)  90  percent  of  the  actual  cost  of 
acquisition,  as  approved  by  the 
Commissioner. 

§  220.509  Maximum  mortgage 
amount — IcaseiioltiH. 

In  the  event  the  mortgage  is  on  a  lease¬ 
hold  estate  rather  than  on  a  fee  simple 
holding,  the  value  or  replacement  cost  of 
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the  property  on  which  the  mortgage  is 
based  is  the  value  or  replacement  cost  of 
the  property  in  fee  simple  reduced  by  an 
amount  equal  to  the  capitalized  value 
of  the  ground  rent. 

§  220.511  Superv  ision  of  mortgagors. 

All  of  the  provisions  of  §  207.19  of  this 
chapter  apply,  except  that  In  the  case 
of  a  mortgage  covering  property  on 
which  there  is  located  a  dwelling  or 
dwellings  designed  principally  for  resi¬ 
dential  use  for  two  to  eleven  families, 
S  207.19(d)  relating  to  labor  standards 
and  prevailing  wage  requirements  shall 
not  apply. 

§  220.512  Certificates  of  actual  cost. 

(a)  Mortgagor’i  certificate — (1)  Sub¬ 
mission  0/  certificate.  The  mortgagor’s 
certificate  of  actual  cost,  in  a  form  pre¬ 
scribed  by  the  Commissioner,  shall  be 
submitted  prior  to  final  endorsement  and 
upon  completion  of  the  improvements  to 
the  satisfaction  of  the  Commissioner. 

(2)  Items  to  be  included.  The  cer¬ 
tificate  shall  show  the  actual  cost  to  the 
mortgagor  of: 

(i)  The  cost  plus  construction  con¬ 
tract.  including  the  builder’s  fee  actually 
paid  and  approved  by  the  Commissioner; 
or  the  lump  sxun  construction  contract; 
or  the  cost  of  the  construction  of  the 
project,  where  the  mortgagor  also  acts 
as  the  general  contractor  and  no  con¬ 
struction  contract  is  executed. 

(11)  The  architect’s  fee. 

(Ul)  The  offsite  pubUc  utilities  and 
streets  not  Included  in  subdivision  (1) 
of  this  subparagraph. 

(iv)  The  organization  and  legal  ex¬ 
penses. 

(v)  The  other  Items  of  expense  ap¬ 
proved  by  the  Commissioner. 

(3)  Items  not  to  be  included.  The 
certificate  shall  not  include  as  actual 
cost  any  kickbacks,  rebates,  trade  dis¬ 
counts.  or  other  similar  payments  to  the 
mortgagor  or  to  any  of  its  officers,  di¬ 
rectors.  stockholders  or  partners.  Any 
such  payments  shall  be  deducted  from 
the  costs  determined  under  subpara¬ 
graph  (2)  of  this  paragraph. 

(b)  Records.  The  mortgagor  shall 
keep  and  maintain  adequate  records  of 
all  cost  of  any  construction  or  other 
cost  items  not  representing  work  imder 
the  general  contract  and,  in  the  case  of  a 
cost  plus  contract,  shall  require  the 
builder  to  keep  similar  records  and,  upon 
request  by  the  Commissioner,  sliall  make 
available  for  examination  such  records 
Including  any  collateral  agreements. 

(c)  Certificate  of  public  accountant. 
The  certificate  of  actual  cost  shall  be 
verified  by  an  Independent  Certified 
Public  Accoimtant  or  independent  pub¬ 
lic  accoimtant  in  a  manner  acceptable 
to  the  Commissioner. 

§  220.513  Ruildcr*s  and  sponsor's  profit 
and  risk  allowance. 

(a)  In  general.  The  mortgagor’s 
certificate  of  actual  cost  shall  include 
an  allowance  for  builder’s  and  sponsor’s 
profit  and  risk,  the  amount  of  which 
Shan  be  dependent  upon  a  determina¬ 
tion  by  the  Commissioner  as  to  whether 
or  not  there  exists  an  identity  of  Interest 
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between  the  mortgagor  or  any  of  its 
officers,  directors,  stockholders  or  part¬ 
ners  and  the  general  contractor. 

(b)  Identity  of  interest  cases.  Where 
an  Identity  of  Interest  exists,  a  builder’s 
and  sponsor’s  profit  and  risk  allowance 
shall  be  Included  in  lieu  of  the  bffilder’s 
fee  provided  In  S  220.512ta)  t2)  (1).  This 
allowance  shall  be  10  percent  of  the 
actual  cost  computed  in  accordance  with 
§  220.512(a)  excluding  the  following 
items; 

(1)  Any  builder’s  fee  actually  paid 
and  approved  by  the  Commissioner. 
(This  fee  shall  be  paid  out  of  the 
builder’s  and  sponsor’s  profit  and  risk 
allowance.) 

(2)  The  cost  of  the  land  or  any  amoimt 
paid  for  a  leasehold. 

(3)  ’The  value  of  the  land  and  im¬ 
provements  prior  to  repair  or  rehabili¬ 
tation  plus  the  amount  of  the  mortgage 
proceeds  used  to  refinance  any  outstand¬ 
ing  indebtedness  on  the  property  where 
the  mortgage  involves  the  financing  of 
repair  or  rehabilitation. 

(c)  Nonidentity  of  interest  cases. 
Where  no  identity  of  Interest  exists,  a 
sponsor’s  profit  and  risk  allowance  shall 
be  included.  This  allowance  shall  be 
10  percent  of  the  actual  cost  computed 
in  accordance  with  S  220.512(a)  exclud¬ 
ing  the  following  items: 

(1)  The  amounts  paid  by  the  mort¬ 
gagor  under  the  construction  contract. 

(2)  ’The  cost  of  the  land  or  any  amount 
paid  for  a  leasehold. 

(3)  Ihe  value  of  the  land  and  im¬ 
provements  prior  to  repair  or  rehabili¬ 
tation  plus  the  amoimt  of  the  mortgage 
proceeds  used  to  refinance  any  outstand¬ 
ing  Indebtedness  on  the  property  where 
the  mortgage  Involves  the  financing  of 
repair  or  rehabilitation. 

§  220.525  Mortgages  of  $200,000  or  less 
involving  rehabilitation. 

In  the  case  of  rehabilitation  of  an 
existing  project  and  when  the  principal 
amount  of  the  loan  is  $200,000  or  less, 
all  of  the  provisions  of  8§  220.501  through 
220.513  relating  to  project  mortgage  in¬ 
surance  shall  apply  except  as  modified 
below: 

(a)  Classification  of  mortgagors.  In 
order  to  be  eligible  as  a  mortgagor  the 
applicant  shall  qualify  as  one  of  the 
following: 

(1)  Private  mortgagors.  Any  mort¬ 
gagor  approved  by  the  Commissioner. 

(2)  Public  mortgagors.  A  Federal  or 
state  Instrumentality,  a  municipal  cor¬ 
porate  instrumentality  of  one  or  more 
states,  or  a  limited  dividend  or  redevelop¬ 
ment  or  housing  corporation  formed 
imder  federal  or  state  laws  or  regulations. 

(b)  General  supervision  of  mortga¬ 
gors.  Ihe  provisions  of  8  207.18(a)  and 

(c)  of  this  chapter  shall  not  apply. 

(c)  Required  supervision  of  private 
mortgagors.  (1)  The  provisions  of 
8  207.19,  paragraph  (a)  Capital  struc¬ 
ture;  paragraph  (b)  Rate  of  return; 
paragraph  (c)  Requirements  incident  to 
insurance  of  advances,  subparagrai* 
(1);  paragraph  (e)  Rents  and  charges; 
paragraph  (f)  Methods  of  operation, 
subparagraphs  (3)  and  (5) ;  and  para- 
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fo-aph  (h)  Advance  amortization  of  this 
chapter  shall  not  apply. 

(2)  In  a  project  Involving  the  insur¬ 
ance  of  advances,  the  mortgagor  shall 
deposit  with  the  mortgagee  or,  in  a  de- 
poktory  satisfactory  to  the  mortgagee 
and  under  control  of  the  mortgagee  an 
amount,  satisfactory  to  the  Commis¬ 
sioner.  for  the  purpose  of  meeting  the 
cost  of  equipping  and  renting  the  project 
subsequent  to  completion  of  construc¬ 
tion  of  the  entire  project  or  units  thereof 
and,  during  the  course  of  construction, 
for  allocation  by  the  mortgagee  to  the 
accruals  for  taxes,  mortgage  insurance 
premiums,  hazard  insurance  premliuns 
and  assessments  required  by  the  tenns 
of  the  mortgage. 

(3)  The  mortgagor  shall  execute  and 
deliver  to  the  Commls.sioner  a  certificate 
or  agreement  that  the  books  and  ac¬ 
counts  of  the  mortgagor  will  be  estab¬ 
lished  and  maintained  in  a  manner  satis¬ 
factory  to  the  Commissioner.  Com¬ 
mencing  on  the  date  the  certificate  or 
agreement  is  executed,  and  so  long  sis  the 
mortgage  is  Insured  or  held  by  the  Com¬ 
missioner.  the  mortgagor’s  books  and  ac¬ 
counts  will  be  kept  in  accordance  with 
the  requirements  of  the  Commissioner; 
will  be  in  such  form  as  to  permit  a  speedy 
and  effective  audit  and  as  may  otherwise 
be  prescribed  by  the  Commlsisioner;  will 
be  maintained  for  such  periods  of  time 
as  may  be  prescribed  by  the  Commis¬ 
sioner;  and  will  be  available  to  the  Com¬ 
missioner  and  to  the  Comptroller  Gen¬ 
eral  of  the  United  States  for  such  exam¬ 
ination  and  audits  as  they  may  desire  to 
make.  The  mortgagor  shall  file  with  the 
Commissioner  and  the  mortgagee  the 
following  reports  verified  by  the  signa¬ 
ture  of  such  officers  of  the  mortgagor  as 
the  Commissioner  may  designate  and  in 
such  form  as  prescribed  by  the  Commis¬ 
sioner: 

(I)  Upon  demand,  annual  financial 
reports;  and 

(II)  Specific  answers  to  questions  upon 
which  information  is  desired  from  time 
to  time  relative  to  the  actual  cost  of 
construction,  the  disposition  of  mortgage 
funds,  the  operation  and  condition  of 
the  property  and  the  status  of  the  In¬ 
sured  mortgage. 

iNsxniKD  Project  Improvement  Loans 
§  220.550  Definitions. 

As  used  in  88  220.550  et  seq.,  the  fol¬ 
lowing  terms  shall  have  the  meaning 
indicated: 

(a)  “Commissioner”  means  the  Fed¬ 
eral  Housing  Commissioner  or  his  au¬ 
thorized  representative. 

(b)  “Act”  means  the  National  Housing 
Act,  as  amended. 

(c)  “FHA”  means  the  Federal  Hous¬ 
ing  Administration. 

(d)  “Insured  loan”  means  a  loan 
which  has  been  Insured  by  the  FHA,  as 
evidenced  by  the  endorsement  of  the 
credit  instrument  for  insurance  by  the 
Commissioner. 

(e)  “Insurance  premium”  means  the 
loan  Insurance  premium  paid  by  the  fi¬ 
nancial  institution  to  the  Commissioner 
in  consideration  of  the  contract  of  in¬ 
surance. 


FEDERAL  REGISTER,  VOL.  36,  NO.  246— WEDNESDAY,  DECEMBER  22,  1971 


24580 

(f )  “Loan”  means  an  advance  of  funds 
or  credit  evidenced  by  a  note,  which  Is 
secured  by  a  security  Instrument. 

<g)  “Outstanding  Indebtedness  relat¬ 
ing  to  the  property"  means  the  total  out¬ 
standing  amount  of  unsecured  obli¬ 
gations  of  the  borrower  incurred  In 
connection  with  improving,  repairing  or 
maintaining  the  property  and  outstand¬ 
ing  mortgages  or  obligations  constitut¬ 
ing  liens  on  the  title  to  the  property  to 
be  improved. 

(h)  “Lender”  means  an  approved  fi¬ 
nancial  institution  eligible  for  Irisurance 
under  section  220(h)  of  the  Act  that  is 
the  holder  of  an  insured  loan  or  the 
holder  of  a  loan  presented  for  insurance. 

§  220.552  Form  of  application. 

An  application  for  the  Issuance  of 
either  a  conditional  or  firm  commitment 
for  insurance  of  a  loan  on  a  project 
shall  be  submitted  by  an  eligible  lender 
and  by  the  sponsors  of  such  project 
through  the  local  PHA  office  on  an  ap¬ 
proved  FHA  form.  No  application  shall 
be  considered  unless  accompanied  by 
the  exhibits  called  for  by  the  form. 

§  220.553  Application  fee. 

(a)  Application  for  conditional  com¬ 
mitment.  An  application  fee  of  $1.50  per 
thousand  dollars  of  the  amount  of  the 
loan  applied  for  shall  accompany  the 
application  for  a  conditional  commit¬ 
ment. 

(b)  Application  for  firm  commitment. 
An  application  for  a  firm  commitment 
shall  be  accompanied  by  the  payment 
of  an  application  fee  of  $1.50  per  thou¬ 
sand  dollars  of  the  amoimt  of  the  loan 
applied  for,  if  such  fee  has  not  been 
previously  submitted.  A  commitment 
fee,  in  an  amount  which,  when  added 
to  the  application  fee,  will  aggregate  $3 
per  thousand  dollars  of  the  loan  ap¬ 
plied  for.  shall  also  be  submitted  with  the 
application  for  a  firm  commitment. 

§  220.554  Commitment  and  commit¬ 
ment  fee. 

(a)  Conditions  of  commitment — (1) 
Conditional  commitment.  The  issuance 
of  a  conditional  commitment  Indicates 
completion  of  the  Commissioner’s  pre¬ 
liminary  analysis  of  the  project  and  con¬ 
stitutes  an  agreement  by  the  Commis¬ 
sioner,  subject  to  specified  terms  and 
conditions,  to  accept  an  application  for 
a  firm  commitment. 

( 2 )  Firm  commitment.  The  issuance  of 
a  firm  commitment  indicates  the  Com¬ 
missioner’s  approval  of  the  application 
for  Insurance  and  sets  forth  the  terms 
and  conditions  upon  which  the  loan  will 
be  insured. 

(b)  Types  of  firm  commitment.  The 
firm  commitment  may  provide  for  the 
insurance  of  advances  of  loan  money 
made  diiring  construction  or  may  pro¬ 
vide  for  the  insurance  of  the  loan  after 
completion  of  the  improvements. 

(c)  Term  of  commitment.  (1)  A  con¬ 
ditional  commitment  shall  be  effective 
for  whatever  term  is  specified  in  the  text 
of  the  commitment. 

(2)  A  firm  commitment  to  insure  ad¬ 
vances  shall  be  effective  for  a  period  of 
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not  more  than  180  days  from  the  date 
of  issuance. 

(3)  A  firm  commitment  to  insure 
upon  completion  shall  be  effective  for  a 
designated  term  within  which  the  bor¬ 
rower  is  required  to  begin  construction, 
and  if  construction  is  begim  as  required, 
the  commitment  shall  be  effective  for 
such  addiitonal  period,  estimated  by  the 
Commissioner,  as  will  allow  for  comple¬ 
tion  of  construction. 

(4)  The  term  of  either  a  conditional 
or  firm  commitment  may  be  extended 
in  such  manner  as  the  Commissioner 
may  prescribe. 

(d)  Reopening  of  expired  commit¬ 
ments.  An  expired  conditional  or  firm 
conunitment  may  be  reopened  if  a  request 
for  reopening  is  received  by  the  Com¬ 
missioner  within  90  days  of  the  expira¬ 
tion  of  the  commitment.  ’The  reopening 
request  shall  be  accompanied  by  a  fee 
of  50  cents  per  thousand  dollars  of  the 
amount  of  the  expired  commitment.  If 
the  reopening  request  is  not  received 
by  the  Commissioner  within  the  required 
90-day  period,  a  new  application,  ac¬ 
companied  by  the  required  application 
and  commitment  fee,  must  be  submitted. 

§  220.555  Innprction  fee. 

The  firm  commitment  may  provide  for 
the  payment  of  an  inspection  fee  in  an 
amount  not  to  exceed  $5  per  thousand 
dollars  of  the  commitment.  If  an  inspec¬ 
tion  fee  is  required,  it  shall  be  paid  as 
follows: 

(a)  If  the  case  involves  the  insurance 
of  advances,  it  shall  be  paid  at  the  time 
of  initial  endorsement. 

(b)  If  the  case  Involves  insurance 
upon  completion,  it  shall  be  paid  prior 
to  the  date  construction  is  beidm. 

§  220.560  Fees  on  increases. 

(a)  Increase  in  firm  commitment  prior 
to  endorsement.  An  application,  filed 
prior  to  initial  endorsement  (or  prior 
to  endorsement  in  a  case  involving  in¬ 
surance  upon  completion),  for  an  in¬ 
crease  in  ^e  amount  of  an  outstanding 
firm  commitment  shall  be  accompanied 
by  a  combined  additional  application  and 
commitment  fee.  This  combined  addi¬ 
tional  fee  shall  be  in  an  amount  which 
will  aggregate  $3  per  thousand  dollars 
of  the  amoimt  of  the  requested  Increase. 
If  an  inspection  fee  was  required  in  the 
original  commitment,  an  additional  in¬ 
spection  fee  shall  be  paid  in  an  amount 
computed  at  the  same  dollar  rate  per 
thousand  dollars  of  the  amount  of  in¬ 
crease  in  commitment  as  was  used  for  the 
Inspection  fee  required  in  the  original 
commitment.  When  insurance  of  ad¬ 
vances  is  involved,  the  additional  inspec¬ 
tion  fee  shall  be  paid  at  the  time  of 
initial  endorsement.  When  Insurance  up¬ 
on  completion  is  involved,  the  additional 
inspection  fee  shall  be  paid  prior  to  the 
date  construction  is  begim  or  if  construc¬ 
tion  has  begun,  it  shall  be  paid  with  the 
application  for  increase. 

(b)  Increase  in  loan  between  initial 
and  final  endorsement.  Upon  an  applica¬ 
tion,  filed  between  Uiitial  and  final  en¬ 
dorsement,  for  an  increase  in  the  amount 
of  the  loan,  either  by  amendment  or  by 


substitution  of  a  loan,  a  combined  addi¬ 
tional  application  and  commitment  fee 
shall  accompany  the  application.  This 
combined  additional  fee  shall  be  in  an 
amount  which  will  aggregate  $3  per 
thoiLsand  dollars  of  the  amount  of  the 
Increase  requested.  If  an  inspection  fee 
was  required  in  the  original  commitment, 
an  additional  Inspection  fee  shall  ac¬ 
company  the  application  in  an  amount 
not  to  exceed  $5  per  thousand  dollars  of 
the  amount  of  the  increase  requested. 

§  220.561  Refund  of  fees. 

If  the  amount  of  the  commitment  is¬ 
sued  or  Increase  in  loan  granted  is  less 
than  the  amount  applied  for,  the  Com¬ 
missioner  shall  refund  the  excess  amount 
of  the  application  and  commitment  fees 
submitted  by  the  applicant.  If  an  appli¬ 
cation  is  rejected  before  it  is  assigned  for 
processing,  or  in  such  other  instances  as 
the  Commissioner  may  determine,  the 
entire  application  and  commitment  fees 
or  any  portion  thereof  may  be  returned 
to  the  applicant.  Commitment,  inspec¬ 
tion  and  reopening  fees  may  be  refunded, 
in  whole  or  in  part,  if  it  is  determined  by 
the  Commissioner  that  the  Improvements 
or  financing  of  the  project  have  been 
prevented  because  of  condemnation  pro¬ 
ceedings  or  other  legal  action  taken  by  a 
governmental  body  or  public  agency,  or 
in  such  other  In-stances  as  the  Commis¬ 
sioner  may  determine. 

§  220.562  Charges  by  lender. 

The  lender  may  collect  from  the  bor¬ 
rower  the  amount  of  the  fees  provided  for 
in  5  §  220.550  et  seq.  The  lender  may 
also  collect  from  the  borrower  an  initial 
service  charge  in  an  amount  not  to  ex¬ 
ceed  2  percent  of  the  original  principal 
amount  of  the  loan  to  reimburse  the 
lender  for  the  cost  of  closing  the  trans¬ 
action.  Any  additional  charges  shall  be 
subject  to  prior  approval  of  the 
Commissioner. 

§  220.563  Eligible  lenders. 

Lenders  meeting  the  applicable  eligi¬ 
bility  qualifications  and  requirements 
contained  in  §§  203.1-203.4  or  203.6  of 
this  chapter  shall  be  eligible  for  Insur¬ 
ance  of  project  improvement  loans  under 
§  220.550  et  seq. 

§  220.564  Note  and  security  form. 

The  lender  shall  present  for  insurance 
a  note  and  security  instrument  on  forms 
approved  by  the  Commissioner  for  use  in 
the  Jurisdiction  in  which  the  property 
to  be  Improved  is  located. 

§  220.565  Disbursement  of  proceeds. 

Prior  to  final  endorsement,  the  entire 
principal  amount  of  the  note  shall  have 
been  disbursed  to  the  borrower  or  to  his 
creditors  for  his  account  and  with  his 
consent. 

§  220.570  Loan  multiples. 

The  loan  shall  Involve  a  principal  obli¬ 
gation  in  multiples  of  $50. 

§  220.571  Method  of  loan  payment. 

Tlie  loan  shall  provide  for  monthly 
payments  on  the  first  day  of  each  month 
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on  account  of  interest  and  principal  and 
shall  provide  for  payments  in  accordance 
with  the  amortization  plan  as  agreed 
uix)n  by  the  borrower,  the  lender  and 
the  Commissioner. 

§  220.572  Date  of  first  payment  to  prin« 
cipal. 

The  Commissioner  shall  estimate  the 
time  necessary  to  complete  the  improve¬ 
ments  to  the  project  and  shall  establish 
the  date  of  the  first  payment  to  principal 
so  that  the  lapse  of  time  between  com¬ 
pletion  of  the  improvements  and  com¬ 
mencement  of  amortization  will  not  be 
longer  than  necessary  to  obtain  sustain¬ 
ing  occupancy. 

§  220.573  Maturity  of  loan. 

The  loan  shall  have  a  maturity  satis¬ 
factory  to  the  Commissioner  not  less 
than  5  or  more  than  20  years  from  the 
date  of  the  beginning  of  amortization 
or  three-quarters  of  the  Commissioner’s 
estimate  of  the  remaining  economic  life 
of  the  structure,  whichever  is  the  lesser. 

§  220.574  Loan  amortization  period. 

The  loan  shall  have  an  amortization 
period  of  either  5,  10,  15  or  20  3wars  by 
providing  for  either  60,  120,  180  or  240 
monthly  amortization  payments. 

§  220.575  Maximum  loan  amounts. 

(a)  The  loan  shall  not  exceed: 

(1)  The  Commissioner’s  estimate  of 
the  cost  of  the  improvements  or  $12,000 
per  family  unit,  whichever  is  the  lesser; 
or 

(2)  An  amoimt  which,  when  added  to 
any  outstanding  indebtedness  related  to 
the  property,  creates  a  total  outstanding 
indebtedness  which  does  not  exceed  the 
limits  prescribed  in  §§  220.506,  220.507, 
and  220.508  for  mortgages  on  properties 
of  the  same  type  other  than  new  con¬ 
struction;  or 

(3)  Where  the  proceeds  are  to  be  used 
for  the  purposes  Indicated  in  §  220.601 
(a)(2),  an  amount  which  when  added 
to  the  aggregate  principal  balance  of  any 
outstanding  insured  project  improve¬ 
ment  loans  which  were  obtained  for  the 
purposes  indicated  in  5  220.601(a)(2) 
creates  the  aggregate  indebtedness  for 
such  purposes  of  not  to  exceed  $12,000. 

(b)  In  any  geographical  area  where 
the  Commissioner  finds  cost  levels  so  re¬ 
quire,  he  may  increase  by  not  to  exceed 
45  percent  the  per  family  unit  limita¬ 
tions  set  forth  in  paragraphs  (a)  (1)  and 
(3)  of  this  section. 

§  220.576  Miixliiiiiin  inlerr'.i  r:ilc. 

(a)  The  loan  shall  bear  Interest  at  the 
rate  agreed  upon  by  the  lender  and  the 
borrower,  which  rate  shall  not  exceed  7 
percent,  except  that  where  a  letter  invit¬ 
ing  submission  of  an  application  for  com¬ 
mitment  was  issued  by  the  Secretary  be¬ 
fore  February  18,  1971,  or  an  application 
for  commitment  was  received  by  the  Sec¬ 
retary  before  February  18, 1971,  the  loan 
may  bear  interest  at  the  maximum  rate 
in  effect  at  the  time  of  issuance  of  the 
letter  or  receipt  of  the  application. 

(b)  Interest  shall  be  payable  in 
monthly  installments  on  the  principal 


amount  of  the  loan  outstanding  on  the 
due  date  of  each  installment. 

§  220.577  EUgibiUty  of  tide. 

When  the  principal  amount  of  the 
loan  exceeds  $40,000,  in  order  for  the 
mortgaged  property  to  be  eligible  for  in¬ 
surance,  the  CTommlssioner  shall  deter¬ 
mine  that  the  title  to  the  property  is 
vested  in  the  borrower  as  of  the  date  the 
security  instrument  is  filed  for  record. 
The  title  evidence  will  be  examined  by 
the  Commissioner  and  the  endorsement 
of  the  credit  instrument  for  insurance 
shall  be  evidence  of  its  acceptability. 

§  220.580  Tide  evidence. 

Wlien  the  principal  amount  of  the  loan 
exceeds  $40,000,  the  lender,  without  ex¬ 
pense  to  the  CTommissioner,  shall  furnish 
to  the  Commissioner  a  policy  of  title  in¬ 
surance  as  provided  in  paragraph  (a)  of 
this  section  or  if  the  lender  is  unable 
to  furnish  such  policy  for  reasons  satis¬ 
factory  to  the  Commissioner,  the  lender 
without  expense  to  the  Commissioner, 
shall  furnish  such  evidence  of  title  as 
provided  in  paragraph  (b)  of  this  section 
as  the  Commissioner  may  require.  The 
following  are  the  requirements  covering 
the  title  insurance  and  abstract  of  title: 

(a)  'The  policy  of  title  insurance  shall 
be  issued  by  a  company  and  in  a  form 
satisfactory  to  the  Commissioner.  The 
policy  shall  name  as  the  insureds  the 
lender  and  the  Secretary  of  Housing  and 
Urban  Development,  as  their  respective 
interests  may  appear.  The  policy  shall 
provide  that  upon  acquisition  of  title  by 
the  lender  or  the  Secretary,  it  will  be¬ 
come  an  owner’s  policy  running  to  the 
lender  or  the  Secretary,  as  the  case  may 
be. 

(b)  The  abstract  of  title  shall  be 
satisfactory  to  the  Commissioner,  pre¬ 
pared  by  an  abstract  title  company  or 
an  Individual  engaged  in  the  business  of 
preparing  abstracts  of  title,  accompanied 
by  a  legal  opinion  satisfactory  to  the 
Commissioner,  as  to  the  quality  of  such 
title,  signed  by  an  attorney  at  law  exper¬ 
ienced  in  the  examination  of  titles. 

§  220.581  Securily  instrument  to  cover 
entire  property. 

’The  security  Instrument  shall  cover 
the  entire  property  included  in  the  hous¬ 
ing  project. 

§  220.582  Covenant  against  liens. 

The  security  instrument  shall  contain 
a  covenant  against  the  creation  by  the 
borrower  of  liens  against  the  property 
superior  to  the  lien  of  such  Instrument. 

§  220.583  Accumulation  of  next  pre¬ 
mium. 

The  security  instrument  shall  provide 
for  payments  by  the  borrower  to  the 
lender  on  each  Interest  pasmient  date  of 
an  amount  sufficient  to  acciunulate  in 
the  hands  of  the  lender  one  payment 
period  prior  to  its  due  date  the  next 
annual  insurance  prcmliun  payable  by 
the  lender  to  the  Commissioner.  Such 
payments  shall  continue  only  so  long  as 
the  contract  of  insurance  shall  remain 
in  effect. 


§  220.584  Accumulation  of  other  items. 

When  the  principal  amount  of  the 
loan  exceeds  $200,000,  the  Commissioner 
may  require  that  the  security  instru¬ 
ment  provide  for  such  equal  monthly 
payments  by  the  borrower  to  the  lender 
as  will  amortize  the  ground  rents,  if  any, 
and  the  estimated  amount  of  all  taxes, 
water  rates  and  special  assessments,  if 
any,  and  fire  and  other  hazard  insmance 
premiums,  within  a  period  ending  one 
month  prior  to  the  date  on  which  the 
items  became  delinquent.  The  security 
instrument  shall  further  provide  that 
such  payments  shall  be  held  by  the 
lender  for  the  purpose  of  paying  such 
ground  rents,  taxes,  water  rates,  assess¬ 
ments,  and  insurance  premiums  before 
the  same  become  delinquent.  The  secu¬ 
rity  instrument  shall  also  make  provi¬ 
sion  for  an  adjustment  in  case  the 
estimated  amoimt  of  such  taxes,  water 
rates,  assessments  and  insimince  pre¬ 
miums  shall  prove  more,  or  less  than  the 
actual  amount  thereof  so  paid  by  the 
borrower. 

§  220.585  Application  of  payments. 

(a)  The  security  instrument  shall 
provide  that  aU  monthly  payments  to 
be  made  by  the  borrower  shall  be  added 
together  and  this  aggregate  amount 
shall  be  paid  by  the  borrower  upon  each 
monthly  payment  date  in  a  single  pay¬ 
ment.  The  lender  shall  apply  the  pay¬ 
ment  to  the  following  items  in  the  order 
set  forth: 

(1)  Premium  charges  under  the  con¬ 
tract  of  insurance: 

(2)  Interest  on  the  loan; 

(3)  Amortization  of  the  principal  of 
the  loan; 

(b)  When  the  principal  amount  of 
the  loan  exceeds  $200,000  and  the  secu¬ 
rity  instrument  provides  for  the  accu¬ 
mulation  of  the  items  enumerated  in 
§  220.584  the  lender  shall  apply  the  pay¬ 
ments  received  from  the  borrower  in  the 
following  order: 

(1)  Premium  charges  under  the  con¬ 
tract  of  insurance; 

(2)  Ground  rents,  taxes,  special  as¬ 
sessments  and  fire  and  hazard  Insurance 
premiums; 

(3)  Interest  on  the  loan; 

(4)  Amortization  of  the  principal  of 
the  loan; 

(c)  Any  deficiency  in  the  amount  of 
any  monthly  payments  required  under 
paragraph  (a)  or  (b),  shall  constitute 
an  event  of  default  and  the  loan  shall 
further  provide  for  a  grace  period  of  30 
days  within  which  time  the  default  must 
be  cured. 

§  220.590  Prepayment  privilege  and  pre¬ 
payment  charge. 

(a)  Prepayment  privilege.  (1)  The 
security  Instrument  shall  contain  a  pro¬ 
vision  permitting  prepayment  of  the 
loan  in  whole  or  in  part  upon  any  in¬ 
terest  payment  date  after  giving  to  the 
lender  30  days’  advance  written  notice. 

(2)  If  the  loan  exceeds  $200,000  it 
may  contain  a  provision  for  a  charge  in 
the  event  of  prepayment  of  principal 
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as  may  be  agreed  upon  between  the  bor¬ 
rower  and  lender.  The  borrower  shall 
be  permitted  to  prepay  up  to  15  percent 
of  the  original  principal  amount  of  the 
loan  In  any  one  calendar  year  without 
any  additional  charge. 

(b)  Prepayment  under  cost  certifica¬ 
tion.  Any  reduction  in  the  original 
principal  amoimt  of  the  loan  resulting 
from  the  certification  of  the  cost  re- 
qiilrements  of  SS  220.620-220.625,  and 
220.630  shall  not  be  construed  as  a  pre¬ 
payment  of  the  mortgage  permitting  the 
Imposition  of  any  penalty  or  charge. 

§  220.592  Late  charge. 

The  loan  may  provide  for  the  collec¬ 
tion  by  the  lender  of  a  late  charge,  not 
to  exceed  2  cents  for  each  dollar  of  each 
payment  to  interest  or  principal  more 
than  15  days  in  arrears,  to  cover  the 
expense  Involved  in  handling  delinquent 
pasrments.  Late  charges  shall  be  sep¬ 
arately  charged  to  and  collected  from 
the  borrower  and  shall  not  be  deducted 
from  any  aggregate  monthly  payment. 

§  220.593  Certificate  regarding  use  for 
transient  or  hotel  purposes. 

The  borrower  shall  certify  under  oath, 
that  so  long  as  the  loan  Is  Insured  by 
the  Commissioner,  the  borrower  will  not 
rent,  permit  the  rental  or  permit  the  of¬ 
fering  for  rental  of  the  housing,  or  any 
part  thereof,  covered  by  such  loan  for 
transient  or  hotel  purposes.  For  the 
purpose  of  this  certificate,  the  term 
rental  for  transient  or  hotel  purposes 
shall  mean: 

(a)  Rental  for  any  period  less  than 
SO  days;  or 

(b)  Any  rental,  if  the  occupants  of  the 
hoiising  accommodations  are  provided 
customary  hotel  services  such  as  room 
service  for  food  and  beverages,  maid 
servloe,  furnishing  and  laundering  of 
linens  and  bellboy  service. 

§  220.594  Zoning,  deed  or  building  ro- 
atrictions. 

The  project  when  rehabilitated  shall 
not  violate  any  material  zoning  or  deed 
restrictions  applicable  to  the  project  site, 
and  shall  comply  with  all  applicable 
building  and  other  governmental  regu¬ 
lations. 

§  220.595  Cerlificale  of  nondiscrimina¬ 
tion  by  borrower. 

The  borrower  shall  certify  to  the  Com¬ 
missioner  as  to  each  of  the  following 
points: 

(a)  That  neither  he  (It) ,  nor  anyone 
authorized  to  act  for  him  (it),  will  re¬ 
fuse  to  sell  or  rent,  after  the  making  of 
a  bona  fide  offer,  or  refuse  to  negotiate 
for  the  sale  or  rental  of,  or  otherwise 
make  unavailable  or  deny  the  property 
covered  by  the  security  instnunent  to  any 
person  because  of  race,  color,  religion,  or 
national  origin. 

(b)  That  any  restrictive  covenant  on 
such  property  relating  to  race,  color, 
religion,  or  national  origin  Is  recognized 
as  being  illegal  and  void  and  is  hereby 
specifically  disclaimed. 

(c)  That  civil  action  for  preventative 
relief  may  be  brought  by  the  Attorney 
General  in  any  appropriate  U.S.  District 
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Court  against  any  person  responsible  for 
a  violation  of  this  certification. 

§  220.600  Covenant  relating  to  use  of 
property. 

When  the  principal  amount  of  the 
loan  exceeds  $40,000,  the  security  instru¬ 
ment  shall  contain  a  covenant  prohibit¬ 
ing  the  use  of  the  property  covered 
thereby  for  any  purpose  other  than  that 
for  which  it  was  Intended,  at  the  date 
the  loan  was  executed. 

§  220.601  Use  of  proceeds. 

(a)  The  proceeds  of  tlie  loan  shall  be 
used  only  for  the  following  purposes: 

(1)  To  finance  improvements  that  re¬ 
sult  In  or  are  in  connection  with  the 
conservation,  repair,  restoration  or  re¬ 
furbishing  of  the  Ixisic  livability  or 
utility  of  an  existing  structure,  includ¬ 
ing  the  property  on  which  the  structure 
is  located,  or  in  the  conversion,  altera¬ 
tion,  enlargement,  remodeling,  or  ex¬ 
pansion  of  such  structure,  including  a 
change  in  the  living  accommodations  or 
the  number  of  family  dwelling  units 
located  therein. 

(2)  To  pay  that  part  of  the  cost  of 
the  construction  or  installation  of  side¬ 
walks,  curbs,  gutters,  street  paving, 
street  lights,  sewers,  or  other  public  im¬ 
provements,  adjacent  to  or  in  the  vi¬ 
cinity  of  the  borrower’s  property,  which 
is  assessed  against  the  borrower  or  for 
which  he  is  otherwise  legally  liable  as 
the  property  owner. 

(b)  No  loan  proceeds  shall  be  used 
to  finance  individual  equipment  items 
except  those  relating  to  heating,  ven¬ 
tilating  or  plumbing  or  those  Items  deter¬ 
mined  by  the  Commissioner  to  be  neces¬ 
sary  and  Incident  to  improvements  as 
outlined  In  paragraph  (a). 

(c)  The  structure  in  connection  with 
which  the  improvements  are  to  be  made 
shall: 

(1)  Constitute  a  structure  which  is 
used  or  will  be  used,  upon  completion 
of  the  Improvements,  primarily  for  resi¬ 
dential  piuposes  by  five  or  more  families; 
and 

(2)  Be  located  in  one  of  the  urban 
renewal  areas  specified  in  §  220.502;  and 

(3)  Have  been  constructed  not  less 
than  ten  years  prior  to  the  date  of  the 
application  for  commitment  unless,  as 
determined  by  the  Commissioner,  the 
proceeds  of  the  loan  are  or  will  be  used 
primarily  for  major  structural  improve¬ 
ments,  or  to  correct  defects  w'hich  were 
not  known  at  the  time  of  the  completion 
of  the  structure  or  which  were  caused 
by  fire,  flood,  windstorm  or  other  cas¬ 
ualty. 

§  220.602  Nature  of  borrower's  owner¬ 
ship. 

To  be  eligible  for  insurance,  the  prop¬ 
erty  to  be  improved  shall  be  held  by  the 
borrow'er  in  fee  simple,  or  on  leasehold 
under  a  lease  for  not  less  than  99  years 
which  is  renewable,  or  under  a  lease  with 
an  expiration  date  in  excess  of  10  years 
later  than  the  maturity  date  of  the  loan. 
§  220.603  Supervision  by  Commissioner. 

The  Commissioner  may  regulate  and 
restrict  the  borrower  as  long  as  the  Com¬ 


missioner  is  the  insurer,  holder  or  re¬ 
insurer  of  the  loan.  Such  regulation 
or  restriction  may  be  in  the  form  of  a 
regulatory  agreement,  corporate  charter 
or  such  other  means  as  the  Commis¬ 
sioner  approves. 

§  220.610  Coiiimilmenls  to  insure. 

(a)  Conditions  of  commitment.  Upon 
approval  of  an  application  for  insurance, 
a  commitment  shall  be  issued  by  the 
Commissioner  setting  forth  the  terms 
and  conditions  upon  which  the  loan  will 
be  Insured. 

(b)  Insurance  of  advances.  When 
the  principal  amount  of  the  loan  ex¬ 
ceeds  $40,000,  the  commitment  may  pro¬ 
vide  for  the  insurance  of  advances  of 
loan  money  made  during  the  construc¬ 
tion  of  the  improvements. 

(c)  Insurance  upon  completion.  The 
commitment  may  provide  for  the  insur¬ 
ance  of  the  loan  after  completion  of  the 
improvements. 

(d)  Renewal  of  commitment.  The 
commitment  may  be  renewed  or  ex¬ 
tended  in  such  manner  as  the  Conunis- 
sloner  may  specify. 

§  220.61 1  Building  loan  agrcenienl. 

When  the  principal  amount  of  the 
loan  exceeds  $40,000,  and  there  is  to  be 
insurance  of  advances  during  construc¬ 
tion  of  the  improvements,  the  borrower 
and  lender  shall,  prior  to  the  initial 
endorsement  of  the  loan  for  insurance, 
execute  a  building  loan  agreement,  ap¬ 
proved  by  the  Commissioner,  setting 
forth  the  terms  and  conditions  under 
which  progress  payments  may  be  ad¬ 
vanced  during  construction.  To  be  cov¬ 
ered  by  mortgage  insurance,  each 
progress  payment  shall  be  approved  by 
the  Commissioner. 

§  220.612  Assuranre  of  completion. 

(a)  When  the  principal  amount  of  the 
loan  exceeds  $40,000,  assurance  of  com¬ 
pletion  satisfactory  to  the  Commissioner 
shall  be  furnished  in  an  amount  of  at 
least  10  percent  of  the  cost  of  the  con¬ 
struction  of  the  improvements  to  the 
project  as  estimated  by  the  Commis¬ 
sioner  and  shall  be  in  one  of  the  follow¬ 
ing  forms: 

(1)  A  bond  of  a  surety  company  .sat¬ 
isfactory  to  the  Commissioner  on  the 
standard  form  prescribed  by  the  Com¬ 
missioner  with  the  borrow’er  and  lender 
as  joint  obligees. 

(2)  An  escrow  deposit  with  the  lender 
or  with  a  depository  satisfactory  to  the 
lender  and  the  Commissioner  of  cash  or 
securities  of,  or  fully  guaranteed  as  to 
principal  and  interest  by,  the  United 
States  of  America,  under  a  completion 
assurance  agreement  prescribed  by  the 
Commissioner. 

(b)  The  mortgagee  may  accept,  in 
lieu  of  a  cash  deposit  required  by  para¬ 
graph  (a)  of  this  section,  an  uncondi¬ 
tional  irrevocable  letter  of  credit  issued 
to  the  mortgagee  by  a  banking  institu¬ 
tion.  In  the  event  a  demand  under  the 
letter  of  credit  is  not  immediately  met, 
the  mortgagee  shall  forthwith  provide 
cash  equivalent  to  the  undrawn  balance 
thereunder. 
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§  220.614  Prevailing  wage  requiremenU. 

When  the  property  to  be  Improved 
consists  of  a  dwelling  or  dwellings  for 
twelve  (12)  or  more  families,  the  follow¬ 
ing  requirements  shall  be  met: 

(a)  Labor  standards.  Any  contract  or 
subcontract  executed  tor  the  perform¬ 
ance  of  constructing  the  improvements 
to  the  project  shall  comply  with  all  ap¬ 
plicable  labor  standards  and  provisions 
of  the  Regulations  of  the  Secretary  of 
Labor  (29  CFR  5.1-5.12) . 

(b)  Ineligible  contractors.  No  con¬ 
tract  shall  be  entered  into  with  a  gen¬ 
eral  contractor  or  any  subcontractor  for 
the  construction  of  Improvements,  If 
such  contractor  or  any  subcontractor  or 
any  firm,  corporation,  partnership  or  as¬ 
sociation  In  which  such  contractor  or 
subcontractor  has  a  substantial  Interest 
Is  Included  on  the  Ineligible  list  of  con¬ 
tractors  or  subcontractors  established  by 
the  Commissioner  or  by  the  Comptroller 
General  pursuant  to  the  Regulations  of 
the  Secretary  of  Labor  (29  CFR  5.6(b) ) . 

(c)  Ineligible  advances.  Unless  ap¬ 
proved  by  the  Commissioner,  no  advance 
under  the  loan  shall  be  eligible  for  insiu*- 
ance  after  notification  from  the  Commis¬ 
sioner  that  the  general  contractor  or  any 
subcontractor  or  any  Arm,  corporation, 
partnership  or  association  in  which  such 
contractor  or  subcontractor  has  a  sub¬ 
stantial  Interest  was,  on  the  date  the 
contract  or  subcontract  was  executed,  on 
the  Ineligible  list  established  by  the 
Commissioner  or  by  the  Comptroller 
General  pursuant  to  the  provisions  of 
the  Regulations  of  the  Secretary  of 
Labor  (29  C3TR  5.6(b) ) , 

(d)  Wage  certificate.  No  advance  im- 
der  the  loan  shall  be  eligible  for  insur¬ 
ance  imless  there  is  flled  with  the  appli¬ 
cation  for  such  advance  a  certificate  as 
required  by  the  Commissioner,  certifying 
that  the  laborers  and  mechanics  em¬ 
ployed  in  constructing  the  improvements 
to  the  project  Involved  have  been  paid 
not  less  toan  the  wages  prevailing  in 
the  locality  in  which  the  work  was  per¬ 
formed  for  the  corresponding  classes  of 
laborers  and  mechanics  employed  on 
construction  of  a  similar  character,  as 
determined  by  the  Secretary  of  Labor 
prior  to  the  beginning  of  construction 
and  after  the  date  of  filing  of  the  appli¬ 
cation  for  Insurance. 

§  220.615  Discrimination  prohibited. 

Any  contract  or  subcontract  ex¬ 
ecuted  for  the  performance  of  construct¬ 
ing  the  Improvements  to  the  project  shall 
provide  that  there  shall  be  no  discrimi¬ 
nation  against  any  employee  or  applicant 
for  emplosrment  because  of  race,  color, 
creed  or  national  origin. 

§  220.616  Cost  certification  require¬ 
ments;  loans  $200,000  or  less. 

■WTien  the  principal  amoimt  of  the  loan 
is  $200,000  or  less  the  following  provi¬ 
sions  shall  apply: 

(a)  Certification  agreement.  The 
lender  shall  submit  with  the  application 
for  commitment  an  agreement  on  a  form 
prescribed  by  the  Commissioner,  exe¬ 
cuted  by  the  borrower  and  the  lender.  In 
which: 
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(1)  The  borrower  agrees  to  execute, 
upon  completion  of  the  Improvements, 
a  certificate  of  the  actual  cost  of  the 
Improvements. 

(2)  The  borrower  and  the  lender  agree 
that  If  the  actual  cost  of  the  Improve¬ 
ments  is  less  than  the  amount  author¬ 
ized  ^  the  commitment,  the  amount  of 
the  loan  shall  not  exceed  the  actual  cost 
of  the  improvements,  and  that  the 
amormt  of  the  loan  shall  be  further  ad¬ 
justed  to  the  lowest  $50  multiple  where 
the  amoimt  is  not  in  excess  of  $10,000, 
or  adjusted  to  the  lowest  $100  multiple 
where  the  amount  exceeds  $10,000. 

(b)  Certificate  and  adjustment.  No 
loan  shall  be  insured  unless  in  accord¬ 
ance  with  the  agreement  between  the 
borrower  and  the  lender. 

(1)  The  required  certification  of  ac¬ 
tual  cost  is  made  by  the  borrower;  and 

(2)  The  amoimt  of  the  loan  Is  ad¬ 
justed  to  refiect  the  actual  cost  of  the 
improvements. 

(c)  Cost  computation.  The  term  “ac¬ 
tual  cost  of  the  improvements’’  shall 
mean  the  cost  to  the  borrower  of  the  Im¬ 
provements,  after  deducting  the  amount 
of  any  kickbacks,  rebates,  or  trade  dis¬ 
count  received  In  connection  with  the 
Improvements,  and  including: 

(1)  The  amounts  paid  under  any  con¬ 
tract  for  the  Improvements,  labor,  ma¬ 
terials,  and  for  any  other  items  of  ex¬ 
pense  approved  by  the  Commissioner; 
and 

(2)  A  reasonable  allowance  for  con¬ 
tractor’s  profit,  in  an  amount  approved 
by  the  Commissioner,  where  the  Cqpi- 
missioner  determines  that  there  Is  an 
identity  of  interest  between  the  borrower 
and  the  contractor. 

§  220.618  Cost  certification  require¬ 
ments;  loans  over  $200,000. 

When  the  principal  amount  of  the  loan 
is  over  $200,000  the  following  provisions 
shall  apply: 

(a)  Certification  of  cost  requirements. 
Prior  to  Initial  endorsement  of  the  loan 
for  insurance,  the  borrower,  the  lender 
and  the  Commissioner  shall  enter  Into 
an  agreement  approved  by  the  Commis¬ 
sioner  for  the  purpose  of  precluding  any 
excess  of  loan  proceeds  over  the  actual 
cost  of  the  Improvements  to  the  project. 
Under  this  agreement  the  borrower  shall 
agree  to: 

(1)  Disclose  its  relationship  with  the 
builder.  Including  any  collateral  agree¬ 
ment,  and  with  subcontractors  and  sup¬ 
pliers  ; 

(2)  Enter  into  a  construction  contract 
the  terms  of  which  shall  depend  on 
w'hether  or  not  there  exists  an  identity 
of  interest  between  the  borrower  and  the 
builder; 

(3)  Execute  a  certificate  of  actual 
costs  upon  completion  of  the  improve¬ 
ments:  and 

(4)  Apply  any  excess  of  loan  proceeds 
over  the  actual  cost  to  the  borrower  of 
the  improvements  in  reduction  of  the 
outstanding  balance  of  the  principal  of 
the  loan. 

(b)  Form  of  contract.  The  form  of 
contract  between  the  borrower  and  the 
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builder  shall  be  in  accordance  with  the 
following: 

(1)  Lump  sum  contract.  If  the  Com¬ 
missioner  determines  that  neither  the 
borrower  nor  any  of  the  oflBcers,  directors 
or  stockholders  of  the  borrower  have  any 
interest  in  the  builder  or  contractor, 
there  may  be  used  a  lump  sum  contract 
providing  for  payment  of  a  specified 
amount. 

(2)  Fixed  fee  contract.  If  the  Com¬ 
missioner  determines  that  the  borrower. 
Its  officers,  directors  or  stockholders  have 
any  Interest,  financial  or  otherwise  In 
the  builder  or  contractor,  the  form  of 
contract  shall  provide  for  payment  of 
the  actual  cost  of  construction  not  to  ex¬ 
ceed  an  upset  price  and  may  provide  for 
payment  of  a  builder’s  fix^  fee  not 
exceeding  a  reasonable  allowance  as  es¬ 
tablished  by  the  Commissioner  In  ac¬ 
cordance  with  customary  practices  In  the 
area. 

(c)  Certificates  as  to  subcontracts.  If 
the  Commissioner  determines  that  the 
borrower,  its  ofBcers,  directors  or  stock¬ 
holders  have  any  interest,  financial  or 
otherwise,  in  any  subcontractor  or  mate¬ 
rial  supplier,  the  borrower  shall  certify 
in  form  prescribed  by  the  Commissioner, 
prior  to  final  endorsement  of  the  loan  for 
Insurance,  that  the  amounts  paid  to 
such  subcontractor  or  material  supplier 
were  not  more  than  the  rate  prevailing 
in  the  locality  for  similar  type  of  labor 
and  materials. 

(d)  Certificate  of  actual  cost.  The 
borrower’s  certificate  of  actual  cost,  in 
form  prescribed  by  the  Commissioner, 
shall  be  submitted  upon  completion  of 
the  physical  Improvements  to  the  satis¬ 
faction  of  the  Commissioner  and  prior  to 
final  endorsement  and  shall  show  the 
actual  cost  to  the  borrower  of : 

(1)  The  construction  contract,  includ¬ 
ing  all  costs  of  construction  under  a 
lump  sum  contract,  after  deduction  of 
any  kickbacks,  rebates,  trade  discounts, 
or  other  similar  payments  to  the  bor¬ 
rower  corporation,  or  to  any  of  its  offi¬ 
cers,  directors  or  stockholders; 

(2)  Architect’s  fees; 

(3)  Off-site  public  utilities  and  streets 
not  Included  in  the  general  contract; 

(4)  Organizational  and  legal  work; 
and 

(5)  Other  items  of  expense  approved 
by  the  Commissioner, 

(e)  Fixed  fee  contract — additional 
certification.  When  the  work  has  been 
completed  under  a  fixed  fee  contract,  the 
borrower’s  certification  shall  also  show: 

(1)  Allocations  of  general  overhead 
items  as  are  acceptable  to  the  Commis¬ 
sioner;  and 

(2)  A  reasonable  allowance  for  the 
builder’s  profit  as  established  by  the 
Commissioner. 

(f)  Contractor’s  certification — fixed 
fee  contract.  A  contractor  receiving  a 
fixed  fee  shall  certify  in  form  prescribed 
by  the  CTommissloner  as  to  all  actual 
costs  paid  for  labor,  materials,  and  sub¬ 
contract  work  under  the  general  contract 
exclusive  of  the  builder’s  fee  and  less 
any  kickbacks,  rebates,  trade  dlscomits. 
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or  other  similar  payments  to  the  builder 
or  borrower  corporation  or  any  ot  Its 
officers,  directors  or  stockholders. 

(g)  Adjustment  resvMing  from  cost 
certification.  11  the  principal  obligation 
of  the  loan  exceeds  the  actual  cost  to  the 
borrower  of  the  Improvement,  the  loan 
shall  be  reduced  by  the  amount  of  such 
excess  prior  to  the  final  endorsement  for 
Insurance. 

(h)  Certificate  of  public  accountant. 
The  certificates  of  actual  cost  shall  be 
supported  by  a  certificate  as  to  accuracy 
by  an  Independ^t  Certified  Public  Ac¬ 
countant  or  independent  public  account¬ 
ant  which  shall  Include  a  statement  that 
the  aocoimts,  records  and  supporting 
dociiments  have  been  examined  in  ac¬ 
cordance  with  generally  accepted  audit¬ 
ing  standards  to  the  extent  deemed 
necessary  to  verify  the  actual  costs. 

§  220.630  Records. 

Ihe  borrower  shall  keep  and  maintain 
adeqiiate  records  of  all  costs  of  any  con¬ 
struction  Improvements  or  other  costs 
items  not  representing  work  under  the 
general  contract  and  shall  require  the 
builder  to  keep  similar  records  and,  upon 
request  by  the  Commissioner,  shall  make 
available  for  examination  such  records. 
Including  any  collateral  agreements. 

§  220.632  Effects  of  agreement. 

Any  agreement,  imdertaklng,  state¬ 
ment  or  certification  required  in  connec¬ 
tion  with  cost  certification  shall  specifi¬ 
cally  state  that  it  has  been  made,  pre¬ 
sented  and  delivered  for  the  purpose  of 
influencing  an  official  action  of  the  Com¬ 
missioner  and  may  be  relied  upon  as  a 
true  statement  of  the  facts  contained 
therein. 

§  220.633  Cost  certification  incontest¬ 
able. 

Upon  the  Commissioner’s  approval  of 
the  borrower’s  certification,  such  certifi¬ 
cation  shall  be  final  and  Incontestable 
except  for  fraud  or  material  misrepre¬ 
sentation  on  the  part  of  the  borrower. 

Subpart  D — Contract  Rights  and 
Obligations — Projects 

Project  Mortgage  Insthiance 
§  220.751  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Subpart  B, 
Part  207  of  this  chapter,  covering  mort¬ 
gages  Insured  under  section  207  of  the 
National  Housing  Act,  apply  with  full 
force  and  effect  to  multifamily  project 
mortgages  insured  under  section  220  of 
the  National  Housing  Act,  except  the 
following  provisions: 

Sec. 

207.259  Insurance  benefits. 

207.256b  Modification  of  mortgage  terms. 

(b)  For  the  purposes  of  the  portion  of 
this  subpart,  covering  multtfamlly  proj¬ 
ect  mortgages,  all  references  In  Part 
207  of  this  chapter  to  section  207  of  the 
National  Housing  Act  shall  be  deemed 
to  refer  to  section  220  of  the  National 
Housing  Act. 
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§  220.753  Forbearance  relief. 

(a)  In  a  case  where  the  mortgage  is 
In  default,  the  mortgagor  and  the  mort¬ 
gagee  may  enter  Into  a  forbearance 
agreement  for  the  reduction  or  suspen¬ 
sion  of  regular  mortgage  payments  for  a 
specified  period  of  time,  if  the  following 
requirements  are  met: 

(1)  The  mortgage  was  endorsed  for 
insurance  on  or  after  July  7,  1961. 

(2)  The  Commissioner  determines 
that  the  default  was  due  to  circumstances 
beyond  the  mortgagor’s  control  and  that 
the  mortgage  probably  will  be  restored 
to  good  standing  within  a  reasonable 
period  of  time  and  evidences  such  deter¬ 
mination  by  written  approval  of  the  for¬ 
bearance  agreement. 

(b)  The  time  specified  in  S  207.258(a) 
of  this  chapter,  within  which  a  mort¬ 
gagee  shall  edve  the  Commissioner 
written  notice  of  Its  Intention  to  file  an 
Insurance  claim,  shall  be  suspended  for 
the  period  of  time  specified  In  the  for¬ 
bearance  agreement  as  long  as  the  mort¬ 
gagor  complies  with  the  requirements  of 
such  agreement. 

(c)  If  the  mortgagor  fails  to  meet  the 
requirements  of  a  forbearance  agreement 
or  to  cure  the  default  imder  the  mort¬ 
gage  at  the  expiration  of  the  forbear¬ 
ance  period,  and  such  failure  continues 
for  a  period  of  30  days,  the  mortgagee 
shall  notify  the  Commissioner  of  such 
failure.  Within  45  days  thereafter,  un¬ 
less  a  modification  or  extension  of  the 
forbearance  agreement  has  been  ap¬ 
proved  by  the  Commissioner,  the  mort¬ 
gagee  shall  notify  the  Commissioner  of 
Its  election  to  file  an  Insurance  claim  and 
of  Its  decision  to  either  assign  the  mort¬ 
gage  to  the  Commissioner  or  acquire  and 
convey  title  to  the  property  to  the  Com¬ 
missioner.  If  the  mortgage  is  assigned  to 
the  Commissioner,  the  special  Insurance 
benefits  prescribed  In  §  220.765  shall  be 
applicable. 

§  220.760  Payment  of  insurance  bene¬ 
fits. 

All  of  the  provisions  of  §  207.259  of 
this  chapter  relating  to  Insurance  bene¬ 
fits  apply  to  multifamily  project  mort¬ 
gages  Insured  under  this  subpart,  except 
that  all  of  the  Insurance  claim  shall  be 
paid  In  cash  unless  the  mortgagee  files 
a  written  request  with  the  application 
for  payment  in  debentures.  If  such  a 
request  Is  made,  all  of  the  claim  shall  be 
paid  by  issuing  debentures  and  by  mak¬ 
ing  a  cash  payment  adjusting  any  differ¬ 
ences  between  the  total  amount  of  the 
claim  and  the  amount  of  the  debentures 
Issued. 

§  220.765  Special  insurance  benefits — 
forbearance  relief  cases. 

(a)  Upon  a  failure  of  the  mortgagor 
to  meet  the  requirements  of  a  forbear¬ 
ance  agreement  or  to  cure  the  default 
imder  the  mortgage  at  the  expiration  of 
the  forbearance  period,  the  mortgagee 
shall  be  entitled  to  obtain  a  special  in¬ 
surance  payment  in  cash,  in  lieu  of  the 
Insurance  benefits  otherwise  provided 


under  this  subpart.  To  receive  the  special 
insurance  payment,  the  mortgagee  shall 
assign  the  mortgage  to  the  Commissioner 
in  compliance  with  the  requirements  of 
S  207.258(b)  of  this  chapter. 

(b)  The  special  Insurance  benefits  to 
the  mortgagee  shall  be  a  cash  payment 
computed  in  accordance  with  §  207.259 
(b)  of  this  chapter,  except  that  In  lieu 
of  the  allowance  for  debenture  Interest 
in  S  207.259(b)  (1)  (ill)  of  this  chapter, 
the  payment  shall  Include  the  amount 
of  the  impald  accrued  mortgage  interest 
computed  to  the  date  the  assignment 
of  the  mortgage  to  the  Commissioner  is 
filed  for  record.  In  addition,  there  shall 
be  Included  in  the  cash  pasnnent  an 
amount  equivalent  to  the  debenture  in¬ 
terest  which  would  have  been  earned 
from  the  date  the  mortgage  assignment 
was  filed  for  record  to  the  date  the  pay¬ 
ment  is  made;  except  that  when  the 
mortgagee  fails  to  meet  any  of  the  ap¬ 
plicable  requirements  of  §  207.258(b)  of 
this  chapter  and  §  220.753(c)  within  the 
specified  times  and  In  a  manner  satis¬ 
factory  to  the  Commissioner  (or  within 
such  further  time  as  the  Commissioner 
may  approve  in  writing) .  such  debenture 
Interest  allowance  shall  be  computed 
only  to  the  date  on  which  the  particular 
required  action  should  have  b^n  taken. 

Insured  Project  Improvement  Loans 
§  220.800  Definitions. 

All  of  the  definitions  contained  In 
§  220.550  shall  apply  to  §§  220.800  et  seq. 
In  addition  the  following  terms  shall 
have  the  meaning  indicated: 

(a)  “CTontract  of  Insurance"  means 
the  agreement  evidenced  by  the  endorse¬ 
ment  of  the  Commissioner  upon  the  note 
given  In  connection  with  an  Insured  loan. 
Incorporating  by  reference  the  regula¬ 
tions  in  S§  220.800  et  seq.  and  the  ap¬ 
plicable  provisions  of  the  Act. 

(b)  "Maturity”  means  the  date  on 
which  the  loan  Indebtedness  would  be 
extinguished  If  paid  In  accordance  with 
periodic  payments  provided  for  In  the 
loan. 

§  220.801  Initial  insurance  endorse¬ 
ment. 

The  Commissioner  shall  indicate  his 
insurance  of  the  loan  by  endorsing  the 
original  credit  Instrument  and  identify¬ 
ing  the  section  of  the  Act  and  the  regula¬ 
tions  under  which  the  loan  is  Insured 
and  the  date  of  insurance. 

§  220.802  Final  insurance  endorsement. 

When  all  advances  of  loan  proceeds 
have  been  made,  and  all  the  terms  and 
conditions  of  the  commitment  have  been 
complied  with  to  the  satisfaction  of  the 
Commissioner,  he  shall  indicate  on  the 
original  credit  Instrument  the  total  of 
advances  he  has  approved  for  Insurance 
and  again  endorse  such  Instrument. 

§  220.803  Effect  of  insurance  endorse¬ 
ment. 

From  the  date  of  initial  endorsement, 
the  Commissioner  and  the  lender  shall 
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be  bound  by  the  provisions  of  this  sub- 
part  to  the  same  extent  as  if  they  had 
executed  a  contract  including  the  provi¬ 
sions  of  this  subpart  and  the  applicable 
sections  of  the  Act. 

§  220.804  Insurance  premiums. 

(a)  First  premium.  The  lender,  upon 
the  initial  endorsement  of  the  loan  for 
Insurance,  shall  pay  to  the  Commissioner 
a  first  loan  Insurance  premium  equal  to 
one-half  of  one  percent  of  the  original 
face  amount  of  the  note. 

(b)  Second  premium;  first  payment 
more  than  one  year  following  initial  en¬ 
dorsement.  If  the  date  of  the  first  prin¬ 
cipal  payment  Is  more  than  one  year  fol¬ 
lowing  the  date  of  initial  insurance 
endorsement,  the  lender,  upon  the  anni¬ 
versary  of  such  Insurance  date,  shall  pay 
a  second  premium  equal  to  one-half  of 
one  percent  of  the  original  face  amount 
of  the  loan. 

(c)  Third  premium.  On  the  date  of 
the  first  principal  payment,  the  lender 
shall  pay  a  third  premium  equal  to  one- 
half  of  one  percent  of  the  average  out¬ 
standing  principal  obligation  of  the  note 
for  the  following  year  which  shall  be 
adjusted  so  as  to  accord  with  such  date 
and  so  that  the  aggregate  of  the  three 
premiums  shall  equal  the  sum  of  (1)  one 
percent  of  the  average  outstanding  prin¬ 
cipal  obligation  of  the  note  for  the  year 
following  the  date  of  Initial  Insurance 
endorsement  and  (2)  one-half  of  one 
percent  per  annum  of  the  average  out¬ 
standing  principal  obligation  of  the  note 
for  the  period  from  the  first  anniversary 
of  the  date  of  initial  Insurance  endorse¬ 
ment  to  one  year  following  the  date  of 
the  first  principal  payment. 

(d)  Second  premium;  first  payment 
one  year  or  less  follounng  initial  endorse¬ 
ment.  If  the  date  of  the  first  principal 
payment  Is  one  year,  or  less  than  one 
year  following  the  date  of  Initial  Insur¬ 
ance  endorsement,  the  lender  upon  such 
first  principal  payment  date,  shall  pay  a 
second  premium  equal  to  one-half  of  one 
percent  of  the  average  outstanding  prin¬ 
cipal  obligation  of  the  note  for  the 
following  year  which  shall  be  adjusted 
so  as  to  accord  with  such  date  and  so 
that  the  aggregate  cf  the  said  two  pre¬ 
miums  shall  equal  the  .sum  of  (1)  one 
percent  per  annum  of  the  average  out¬ 
standing  principal  obligation  of  the  note 
for  the  period  from  the  date  of  Initial 
Insurance  endorsement  to  the  date  of 
first  principal  payment  and  (2)  one-half 
of  one  percent  of  the  average  outstand¬ 
ing  principal  obligation  of  the  note  for 
the  year  following  the  date  of  the  first 
principal  payment. 

(e)  Second  premium;  commitment  to 
insure  upon  completion.  Where  the  note 
Is  Initially  and  finally  endorsed  for  In¬ 
surance  pursuant  to  a  Commitment  to 
Insure  Upon  Completion,  the  lender  on 
the  date  of  the  first  principal  payment 
shall  pay  a  second  premium  equal  to  one- 
half  of  one  percent  of  the  average  out¬ 
standing  principal  obligation  of  the  note 
for  the  year  following  such  first  principal 
payment  date  which  shall  be  adjusted 


so  as  to  accord  with  such  date  and  so 
that  the  aggregate  of  the  said  two  pre¬ 
miums  shall  equal  the  sum  of  one-half 
of  one  percent  per  annum  of  the  average 
outstanding  principal  obligation  of  the 
note  for  the  period  from  the  date  of  the 
Insurance  endorsement  to  one  year  fol¬ 
lowing  the  date  of  the  first  principal 
payment. 

(f)  Annual  insurance  premium.  Un¬ 
til  the  note  Is  paid  in  full,  or  until  the 
loan  is  assigned  to  the  Commissioner,  or 
until  the  contract  of  insurance  is  other¬ 
wise  terminated  with  the  consent  of  the 
Commissioner,  the  lender,  on  each  anni¬ 
versary  of  the  date  of  the  first  principal 
payment  shall  pay  an  annual  loan  insur¬ 
ance  premium  equal  to  one-half  of  one 
percent  of  the  average  outstanding  prin¬ 
cipal  obligation  of  the  loan  for  the  year 
following  the  date  on  which  such  pre¬ 
mium  becomes  payable. 

(g)  Method  of  premium  payment. 
Premiums  shall  be  payable  In  cash  or  In 
debentures  at  par  plus  accrued  interest. 
All  premiums  are  payable  In  advance  and 
no  refund  can  be  made  of  any  portion 
thereof  except  as  hereinafter  provided 
in  §§  220.800  et  seq. 

(h)  Calculation  of  premiums.  The 
premiums  payable  on  and  after  the  date 
of  the  first  principal  payment  shall  be 
calculated  in  accordance  with  the  amor¬ 
tization  provisions  without  taking  Into 
account  delinquent  payments  or  pre¬ 
payments. 

§  220.805  Termination  of  insurance. 

(a)  Prepayment  in  full.  The  contract 
of  Insurance  shall  be  terminated  if  the 
loan  Is  paid  In  full  prior  to  its  maturity. 
Notice  of  the  prepayment  shall  be  given 
to  the  Commissioner,  on  a  form  pre¬ 
scribed  by  the  Commissioner,  within  30 
days  from  the  date  of  the  prepasnnent. 
The  Insurance  termination  shall  become 
effective  as  of  the  date  of  the  prepay¬ 
ment. 

(b)  Voluntary  termination.  The  con¬ 
tract  of  Insurance  shall  be  voluntarily 
terminated  upon  receipt  by  the  Commis¬ 
sioner  of  a  written  request,  on  a  form 
prescribed  by  the  Commissioner,  by  the 
borrower  and  the  lender  for  such  termi¬ 
nation,  accompanied  by  a  submission  of 
the  or^nal  credit  Instrument  for  cancel¬ 
lation  of  the  Insurance  endorsement  and 
the  remittance  of  all  sums  to  which  the 
Commissioner  is  entitled.  The  termina- 
Uon  shall  become  effective  as  of  the  date 
these  requirements  are  met. 

§  220.806  Pro  rata  refund  of  insurance 
premium. 

Upon  termination  of  loan  insurance 
contract  by  a  payment  In  full  or  by  a 
voluntary  termination,  the  Commissioner 
shall  refund  to  the  lender  for  the  account 
of  the  borrower  an  amount  equal  to  the 
pro  rata  portion  of  the  ciurent  annual 
loan  insurance  premium  theretofore  paid 
which  Is  applicable  to  the  portion  of  the 
year  subsequent  to  the  date  of  the  pre¬ 
payment  or  the  effective  date  of  the  vol¬ 
untary  termination  of  the  contract  of 
Insurance. 


§  220.810  Definition  of  default. 

(a)  If  the  borrower  fails  to  make  any 
payments  due  under  or  provided  to  be 
paid  by  the  terms  of  the  note  or  seciulty 
Instrument  and  such  default  continues 
for  a  period  of  30  days,  the  note  or  se¬ 
curity  Instrument  shall  be  considered  In 
default  for  the  piuposes  of  SS  220.800 
et  seq. 

(b)  The  failure  to  perform  any  other 
covenant  under  the  note  or  security  in¬ 
strument  shall  be  considered  a  default, 
provided  the  lender  because  of  such  de¬ 
fault.  has  exercised  Its  right  under  the 
note  or  security  Instrument  and  acceler¬ 
ated  the  debt. 

(c)  If  such  defaults  as  defined  In 
paragraphs  (a)  and  (b)  of  this  section 
continue  for  a  period  of  30  days,  the 
lender  shall  be  entitled  to  receive 
the  benefits  of  insurance  hereinafter 
provided. 

§  220.811  Date  of  default. 

For  the  purposes  of  §§  220.800  et  seq.. 
the  date  of  default  shall  be  considered 
as: 

(a)  The  date  of  the  first  uncorrected 
failure  to  perform  a  covenant  or  obliga¬ 
tion  under  the  note  or  security  instru¬ 
ment:  or 

(b)  The  date  of  the  first  failure  to 
make  a  monthly  pasnnent  which  sub¬ 
sequent  payments  by  the  borrower  are 
insufficient  to  cover  when  applied  to  the 
overdue  monthly  payments  in  the  order 
in  which  they  became  due. 

§  220.812  Notice  of  default. 

(a)  If  the  default  as  defined  In 
S  220.810  is  not  cured  within  the  30  day 
grace  period,  the  lender  shall,  within  30 
days  thereafter,  notify  the  Commissioner 
In  writing  of  such  default. 

(b)  The  lender  shall  give  notice  In 
writing  to  the  Commissioner  of  the 
failure  of  the  borrower  to  comply  with 
any  covenant  or  obligation  under  the 
security  instrument  or  note  regardless 
of  the  fact  the  lender  may  not  have 
elected  to  accelerate  the  debt. 

§  220.813  CoramiMioner's  right  to  re¬ 
quire  acceleration. 

Upon  receipt  of  notice  of  the  falliu-e 
of  the  borrower  to  comply  with  any 
covenant  or  obligation  under  the  se¬ 
curity  instrument  or  note,  or  Otherwise 
being  apprised  thereof,  the  Commis¬ 
sioner  reserves  the  right  to  require  the 
lender  to  accelerate  payment  of  the  out¬ 
standing  principal  balance  due  In  order 
to  protect  the  Interests  of  the  Federal 
Housing  Commissioner. 

§  220.814  Election  of  action. 

Where  a  real  estate  mortgage,  deed  of 
trust,  conditional  sales  contract,  chattel 
mortgage,  lien.  Judgment,  or  any  other 
security  device  has  been  used  to  secure 
the  pa3mient  of  a  loan  made  under  the 
provisions  of  this  section,  the  lender  may 
not,  except  with  the  approval  of  the 
Commissioner,  both  proceed  against  such 
security  and  ^so  make  claim  under  Its 
contract  of  Insurance,  but  shall  elect 
which  method  It  desires  to  pursue. 
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§  220.820  Maximum  claim  period. 

Notice  of  intention  to  file  claim  on  a 
form  prescribed  by  the  Commissioner 
shall  be  filed  within  45  da3^  after  the 
lender  becomes  eligible  for  the  benefits 
of  the  loan  insurance,  or  within  such 
later  time  as  may  be  screed  upon  by  the 
Commissioner  in  writing. 

§  220.821  Items  to  be  filed  on  sub¬ 
mitting  claim. 

Within  30  days  after  the  filing  of  the 
notice  of  Intention  to  file  claim,  or  within 
such  further  period  as  may  be  agreed 
uix>n  by  the  Commissioner  In  writing, 
the  lender  shall  file  with  the  Commis¬ 
sioner: 

(a)  The  fiscal  data  pertaining  to  the 
loan  transaction; 

(b)  Receipts  covering  all  disburse¬ 
ments  as  required  by  the  fiscal  data 
form; 

^c)  The  original  note  and  any  security 
instrument  or  Instruments  which  shall 
be  assigned  to  the  Commissioner  without 
recourse  or  warranty,  except  that  the 
lender  must  warrant  that  no  act  or  omis- 
sion  of  the  lender  has  impaired  the 
validity  and  priority  of  such  security  In¬ 
strument  or  instruments,  that  the  se¬ 
curity  instrument  or  instruments  are 
prior  to  all  mechanics’  and  material- 
men’s  liens  filed  of  record  subsequent  to 
the  recording  of  such  security  Instru¬ 
ment  or  instruments  regardless  of 
whether  such  liens  attached  prior  to  such 
recording  date,  and  prior  to  all  liens  and 
encumbrances  which  may  have  attached 
or  defects  which  may  have  arisen  sub¬ 
sequent  to  the  recording  of  such  security 
instrument  or  instruments,  except  such 
liens  or  other  matters  as  may  be  ap¬ 
proved  by  the  Commissioner,  that  the 
amoimt  stated  in  the  instrument  of  as¬ 
signment  is  actually  due  and  owing  im- 
der  the  security  Instrument  or  instru¬ 
ments.  that  there  are  no  offsets  or 
coimter  claims  thereto,  and  that  the 
lender  has  a  good  right  to  assign  such 
note  and  security  instrument  or  instru¬ 
ments; 

(d)  All  hazard  Insurance  policies  held 
on  property  serving  as  security  for  the 
loan,  together  with  a  copy  of  the  lender’s 
notification  to  the  carrier  authorizing 
the  amendment  of  the  loss  payable 
clause  substituting  the  Commissioner  as 
the  holder  of  the  security  Instrument; 

(e)  ’The  assignment  to  the  Commis¬ 
sioner  of  all  rights  and  Interests  arising 
under  the  note  and  security  Instrument 
or  Instruments  so  In  default,  and  all 
claims  of  the  lender  against  the  bor¬ 
rower  or  others  arising  out  of  the  loan 
transaction; 

(f)  AU  policies  of  title  or  other  In¬ 
surance  or  surety  bonds,  or  other  guar¬ 
antees  and  any  and  all  claims  there¬ 
under;  Including  evidence  satisfactory  to 
the  Comndssioner  that  the  original  title 
coverage  has  been  extended  to  Include 
the  assignment  of  the  note  and  security 
Instrument  or  Instruments  to  the  Com¬ 
missioner. 

(g)  Any  property  held  by  the  lender 
or  its  agents  or  to  which  It  Is  entitled 
and.  If  payment  Is  requested  in  deben¬ 
tures,  any  cash  held  by  the  lender  or 


Its  agents  or  to  which  It  Is  entitled.  In¬ 
cluding  deposits  made  for  the  account 
of  the  borrower,  and  which  have  not 
been  applied  In  reduction  of  the  prin¬ 
cipal  of  the  mortgage  Indebtedness; 

(h)  All  records,  ledger  cards,  docu¬ 
ments,  books,  paiiers  and  accounts  re¬ 
lating  to  the  loan  transaction; 

(i)  Any  additional  Information  or  data 
which  the  Commissioner  may  require. 

£  220.822  Claim  computation;  items  in¬ 
cluded. 

(a)  Assignment  of  loan.  Upon  an  ac¬ 
ceptable  assignment  of  the  note  and 
security  instrument,  the  Commissioner 
shall  pay  the  claim  of  the  lender  In  an 
amount  equal  to  the  unpaid  principal 
balance  of  the  loan  plus: 

(1)  Any  accrued  interest  due  as  of 
the  date  of  execution  of  the  assignment 
of  the  loan  to  the  Commissioner. 

(2)  Any  advances  approved  by  the 
Commissioner  made  previously  by  the 
lender  under  the  pro\^ons  of  the  note 
of  security  Instrument  or  Instruments. 

(3)  Reimbursement  for  such  reason¬ 
able  collection  costs,  court  costs,  and 
attorney’s  fees  as  may  be  approved  by 
the  Commissioner. 

(4)  Reimbursement  for  premiums 
paid  on  any  hazard  insurance  policies 
held  on  the  property. 

(5)  If  pa3mient  is  made  in  cash,  an 
amount  equivalent  to  the  debenture 
interest  wWch  would  have  been  earned 
as  of  the  date  Insurance  settlement  oc¬ 
curs,  except  that  when  the  lender  falls 
to  meet  any  one  of  the  applicable  re¬ 
quirements  of  S§  220.812,  220.820,  and 
220.821  within  the  specified  time  (or 
within  such  further  time  as  the  Com¬ 
missioner  may  approve  in  writing),  the 
debenture  Interest  shall  be  computed 
only  to  the  date  to  which  the  particular 
action  should  have  been  taken  or  to 
which  it  was  extended. 

(b)  Method  of  payment.  Payment  of 
claim  shall  be  made  In  the  following 
manner: 

(1)  Payment  in  cash.  Unless  a  writ¬ 
ten  request  for  payment  In  debentures 
Is  filed  with  the  application,  payment 
shall  be  made  In  ctu^ 

(2)  Optional  payment  in  debentures. 
Payment  shall  be  made  In  debentures 
upon  filing  a  written  request  with  the 
application. 

§  220.823  Oaim  computation ;  items  de¬ 
ducted. 

If  the  lender  Is  to  receive  payment  in 
cash,  there  shall  be  deducted  from  the 
total  of  the  added  Items  In  S  220.822  the 
following: 

(a)  Any  balance  of  the  loan  not  ad¬ 
vanced  to  the  borrower; 

(b)  Any  cash  held  by  the  lender  or 
its  agents  or  to  which  It  is  entitled;  in¬ 
cluding  deposits  made  for  the  account 
of  the  borrower  and  which  have  not  been 
applied  In  reduction  of  the  principal 
obligation  under  the  note  and  security 
instrument  or  instruments. 

§  220.830  Drbonlure  interest  rate. 

Debentures  shall  bear  interest  from  the 
date  of  issue,  payable  semiannually  on 


the  first  day  of  January  and  the  first  dsy 
of  July  of  each  year  at  the  rate  in  effect 
as  of  the  date  the  commitment  was  is¬ 
sued,  or  as  of  the  date  the  loan  was  en¬ 
dorsed  for  insurance,  whichever  rate  is 
the  higher.  The  following  interest  rates 
are  effective  for  the  dates  listed: 


Effective  rate  (percent) 

On  or  after— 

Prior  to— 

4»i- .  - 

Jan. 

1,  l'.t67 

Jan. 

1,1968 

•Vs . 

Jan. 

1, 1<.I68 

July 

1, 1969 

. 

July 

1,  i%y 

Jan. 

1, 1970 

c»g . 

Jan. 

1, 1970 

July 

1, 1970 

. 

July 

1, 1970 

Jan. 

1, 1971 

. . 

Jan. 

1, 1971 

July 

1, 1971 

SJg . 

July 

1, 1971 

§  220.832  Maturity  of  debentures. 

Debentures  shall  mature  10  years  from 
the  date  of  issue. 


§  220.831  Registration  of  debentures. 

Debentures  shall  be  registered  as  to 
principal  and  interest. 

§  220.836  Denomination  of  debentures. 

Debentures  are  available  in  denomi¬ 
nations  of  $50,  $100,  $500,  $1,000,  $5,000, 
and  $10,000.  The  Commissioner  ^all 
issue  debentures  in  the  largest  available 
denomln«»tions  unless  otherwise  re¬ 
quested  by  the  lender. 

§  220.838  Redemption  of  debentures. 

Debentures  shall,  at  the  option  of  the 
Commissioner  and  with  the  approval  of 
the  Secretary  of  the  Treasury,  be  re¬ 
deemable  at  par  plus  accrued  interest  on 
any  semiannual  interest  payment  date  on 
three  months’  notice  of  redemption  given 
in  such  manner  as  the  Commissioner 
shall  prescribe.  The  debenture  interest 
on  the  debentures  called  for  redemption 
shall  cease  on  the  semiannual  interest 
date  designated  in  the  call  notice.  ’The 
Commissioner  may  include  with  the 
notice  of  redemption  an  offer  to  purchase 
the  debentures  at  par  plus  accrued  in¬ 
terest  at  any  time  during  the  period  be¬ 
tween  the  notice  of  redemption  and  the 
redemption  date.  If  the  debentures  are 
purchased  by  the  Commissioner  after 
such  call  and  prior  to  the  named  redemp¬ 
tion  date,  the  debenture  interest  shall 
cease  on  the  date  of  pmehase. 

§  220.840  Issue  date  of  debentures. 

The  debenttires  shall  be  issued  as  of 
the  date  of  the  execution  of  the  assign¬ 
ment  of  the  loan  to  the  Commissioner. 

§  220.842  Cash  adjustment. 

Any  difference  of  less  than  $50  be¬ 
tween  the  amoimt  of  debentures  to  be  is¬ 
sued  to  the  lender  and  the  total  amount 
of  the  lender’s  claim,  as  approved  by 
the  Commissioner,  shall  be  adjusted  by 
the  issuance  of  a  check  in  payment 
thereof. 

§  220.850  Assignment  of  insured  loans. 

(a)  An  insured  loan  may  not  be  trans¬ 
ferred  or  pledged  prior  to  the  full  dis¬ 
bursement  of  the  loan,  except  with  the 
prior  written  approval  of  the  Commis¬ 
sioner  which  approval  may  be  subject  to 
such  conditions  and  qualifications  as  the 
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Commissioner  may  prescribe.  Sub- . 
sequent  to  full  disbursement  such  loan 
may  be  transferred  only  to  a  transferee 
who  is  a  lender  approved  by  the  Com¬ 
missioner.  Upon  such  transfer  and  the 
assumption  by  the  transferee  of  all  ob¬ 
ligations  under  the  contract  of  insurance 
the  transferor  shall  be  released  from  its 
obligations  under  the  contract  of 
insurance. 

(b)  The  contract  of  insurance  shall 
terminate  with  respect  to  loans  described 
in  paragraph  (a)  of  this  section  upon 
the  happening  of  either  of  the  following 
events: 

(1)  The  transfer  or  pledge  of  the  in¬ 
sured  loan  to  any  person,  firm,  or  cor¬ 
poration,  public  or  private,  other  than 
an  approved  lender. 

(2)  The  disposal  by  a  lender  of  any 
partial  interest  in  the  Insured  loan  by 
means  of  a  declaration  of  trust  or  by  a 
participation  or  trust  certificate  or  by 
any  other  device,  unless  with  the  prior 
written  approval  of  the  Commissioner, 
which  approval  may  be  subject  to  such 
conditions  and  qualifications  as  the 
Commissioner  In  his  discretion  may  pre¬ 
scribe:  Provided,  That  this  paragraph 
shall  not  be  applicable  to  any  loan  so 
long  as  it  is  held  in  a  common  trust  fund 
maintained  by  a  bank  or  trust  company 
exclusively  for  the  collective  Investment 
and  reinvestment  of  moneys  contributed 
thereto  by  the  bank  or  trust  company  in 
Its  capacity  as  a  trustee,  executor  or  ad¬ 
ministrator;  and  in  conformity  with  the 
rules  and  regiilations  prevailing  from 
time  to  time  of  the  Board  of  Governors 
of  the  Federal  Reserve  System,  pertain¬ 
ing  to  the  collective  Investment  of  trust 
funds:  Provided  further.  That  this  para¬ 
graph  shall  not  applicable  to  any  loan 
so  long  as  it  is  held  in  a  common  trust 
estate  admlnstered  by  a  bank  or  trust 
company  which  is  subject  to  the  inspec¬ 
tion  and  supervision  of  a  governmental 
agency,  exclusively  for  the  benefit  of 
other  banking  institutions  which  are 
subject  to  the  inspection  and  supervision 
of  a  governmental  agency,  and  which 
are  authorized  by  law  to  acquire  bene¬ 
ficial  Interests  in  such  common  trust 
estate,  nor  to  any  loan  transferred  to 
such  a  bank  or  trust  company  as  trustee 
exclusively  for  the  benefit  of  outstanding 
owners  of  undivided  Interest  in  the  trust 
estate,  imder  the  terms  of  certificates 
Issued  and  sold  more  tlian  three  years 
prior  to  said  transfer,  by  a  corporation 
which  is  subject  to  the  inspection  and 
supervision  of  a  governmental  agency. 

PART  221— LOW  COST  AND  MODER¬ 
ATE  INCOME  MORTGAGE  INSUR¬ 
ANCE 

Svbpart  A — Eligibility  Requiretnenis — Low  Ceil 
Homei 

iMsxniANcx  UMoKii  221  (d)  (3) 

Sec. 

221.1  Incorporation  by  reference. 

331.3  Definition  of  displaced  family. 

221.6  Mortgage  form. 

221.10  Maxlmtim  mortgage  amount—dollar 

limitation. 

231.11  Increased  mortgage  amoimt — high 

ooet  areas. 


See. 

231.13  EllglblUty  limitations — two-  to 
four-family  residences. 

231.20  Maxlmiim  mortgage  amount — loan- 

to-value  limitation. 

231.21  Maximum  mortgage  amoimt— lim¬ 

itations  on  refinancing. 

231 .35  Due  date  of  mortgage. 

221.30  Maturity  of  mortgage. 

231.32  Beginning  of  payments  on  mort¬ 
gage. 

221.35  Disbursement  of  mortgage  amount. 

321.40  Amortization  period  of  the  mort¬ 
gage. 

221.46  Mortgage  obligation  In  multiples. 

231.50  Mortgagor’s  minimum  Investment. 

231.54  Inclusion  of  closing  costs  and  ex¬ 
penses  In  cash  payment. 

221 .66  Deferred  sale  of  properties. 

Insurance  Under  221(h) 

221.60  Eligibility  requirement  for  low  In¬ 
come  homeowners. 

Insurance  under  221(1) 

221.06  EllglblUty  requirements  for  low 
and  moderate  Income  purchaser 
at  famUy  unit  in  condominium. 

Swbport  B— Contract  Rights  and  Obligations— 
Low  Cost  Homes 

221.251  Incorporation  by  reference. 

331.254  Mortgage  Insurance  premiums,  ad¬ 

justed  mortgage  Insurance  pre¬ 
miums  and  voluntary  termina¬ 
tion  charges. 

221.255  Assignment  option. 

231.266  Interest  rate  Increase  and  pairment 
of  mortgage  Insurance  premiums 
on  mortgagee  under  St  221.60  and 
and  221.65 

231.276  Method  of  paying  Insurance 
benefits. 

221 280  Waived  title  objections. 

Spbciai.  Pbovisionb  Applicable  Only  to 

Mortqaoes  Intolvxno  CkiNDOMiMimc  Units 

231.300  Changes  In  plan  of  apartment 
ownership. 

231.805  Condition  at  multlfamlly 

structure. 

221310  Assessment  of  taxes. 

221316  Certificate  of  tax  assessment. 

221.320  Certificate  or  statement  of 

condition. 

221.326  Cancellation  of  hazard  Insurance. 

Subpart  C — Eligibility  Requirements — Moderate 
Income  Projects 

221.503  Application. 

221.503  Application  for  conditional  commit¬ 
ment. 

221.604  Application  for  firm  commitment. 

221.606  Inspection  fee. 

221.506  Fees  on  increases. 

231.506a  Combined  fee— rehabilitation  sales 
mortgagor. 

221.606b  Transfer  fee. 

221.507  Refund  of  fees. 

231.608  Maximum  fees  and  charges  by 
mortgagee. 

Commitment 

221.500  Issuance  of  commitment. 

Elickble  Mortgagors 

221.610  Eligible  mortgagora 

Eligible  Mortoaoes 

221.611  Mortgage  form. 

231.613  Disbursement  of  the  mortgage. 

231.613  Mortgage  Uen. 

231.614  Maximum  mortgage  amounts. 

221316  Adjusted  mortgage  amount — re¬ 
habilitation  projects. 


Sec. 

221.516  Maturity. 

221.517  Payment  requirements. 

221.618  Maximum  interest  rate. 

221.519  Mortgage  to  cover  the  entire  prop¬ 
erty. 

221.519a  Mortgage  release  provisions. 

221.620  Covenant  against  liens. 

221 .52 1  Covenant  for  hazard  insurance. 

221.522  Accumulation  of  accruals. 

221.523  Application  of  payments. 

221.524  Prepayment  privileges. 

221.625  Late  charge. 

221.526  Issuance  of  bonds  secured  by  trust 

Indenture. 

221.527  Mortgagor’s  certificate  of  nondis¬ 

crimination  and  mortgage  cove¬ 
nant  regarding  use  of  properly. 

Eligible  Mortgagees 

221 .528  Qualification  of  lenders. 

Supervision  or  Mortgagors 

221.529  Form  of  regulation  by  Commis¬ 

sioner. 

221.530  Supervision  applicable  to  all  mort¬ 

gagors. 

221.631  Supervision  applicable  to  general 
mortgagors. 

221.532  Supervision  applicable  to  limited 

distribution  mortgagors. 

221.533  Supervision  applicable  to  cooper¬ 

ative  and  Investor  sponsor  mort¬ 
gagors. 

221.534  Supervision  applicable  to  coopera¬ 

tive  mortgagors. 

221.536  Supervision  applicable  to  Investor- 
sponsor  mortgagors. 

221. .535a  Supervision  applicable  to  builder- 
seller  mortgagors. 

Occupancy  Requirements 

221.536  Occupancy  requirements  applicable 

to  all  mortgagors., 

221.537  Additional  occupancy  require¬ 

ments;  preferred  purchasers  or 
tenants. 

221.538  Applicability  of  prevailing  wage 

requirements. 

221 .539  Discrimination  prohibited. 

Insurance  or  Advances 

221.540  Financial  requirements. 

221.641  Building  loan  agreement. 

221.543  Assurance  of  completion. 

Application  or  Net  Income 

221.543a  Accounting  for  net  income. 

231.543  Advance  amortization. 

Property  Requirements 

221.644  Eligibility  of  property. 

221.645  Development  of  property. 

221.646  Commercial  and  community  facili¬ 

ties. 

221.646a  NelghbOThood  characteristics. 

Cost  Certification  Requirements 

231.647  Certification  of  cost  requirements. 

221.648  Form  of  contract. 

221.549  Certificate  as  to  subcontracts. 
221.660  Certificate  of  actual  cost — contents 
In  general. 

221.650a  Certificate  of  actual  cost — builder** 
and  sponsor’s  pri^t  and  risk 
allowance. 

221.651  Contractor's  certification. 

221.662  Reemrds. 

221.653  Certificate  of  public  accountant. 

221 .664  Value  of  land. 

221.566  Reduction  In  mortgage  amount — 
new  construction. 

221.666  Reduction  in  mortgage  amount — 

rehabilitation. 

221.667  'Requisites  of  agreement  and  certi¬ 

fication. 

221368  Cost  certification  incontestable. 
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Othes  Eligible  Mortgages 

Sec. 

221.559  Eligibility  of  miscellaneous  type 

mortgages. 

221.559a  Eligibility  at  mortgages  cov¬ 
ering  bousing  In  certain 
neighborhoods. 

221.559b  Eligibility  tor  Insurance  under 
section  221  (J)  at  mortgage  fi¬ 
nancing  purchase  of  existing 
project  by  ooopM'atlve. 

221.560  Eligibility  of  refinanced  mortgages. 

221.561  Reinsurance  of  Commissioner-held 

mortgages. 

Title 

22 1 .562  Eligibility  Of  title. 

221.563  Title  evidence. 

Exten.sion  of  Time 

22 1 .564  Actions  by  Commissioner. 

221.749  Effect  of  amendments. 

Subporl  0 — Contract  Rights  and  Obligations — 
Moderate  Income  Projects 
22 1 .75 1  Incorporation  by  reference. 

221.755  First,  second,  and  third  premium. 

221.760  Adjusted  premium  and  termination 

charges. 

221.761  Porebearance  relief. 

221.762  Payment  of  Insurance  benefits. 

221.763  Special  Insurance  benefits — forbear¬ 

ance  relief  cases. 

221.770  Assignment  option. 

221.775  Option  period. 

221.780  Issuance  of  debentures. 

221 .785  Date  of  maturity  of  debentures. 
221.700  Debenture  Interest  rate. 

AimiORiTT:  The  provisions  of  this  Part  221 
Issued  under  sec.  211, 52  Stat.  23,  as  amended, 
sec.  221,  68  Stat.  599,  as  amended;  12  U.S.C. 
1715b,  17151.  . 

Subpart  A — Eligibility  Require¬ 
ments— Low  Cost  Homes 

Insurance  Under  221(d)(2) 

§  221.1  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Subpart  A, 
Part  203  of  this  chapter  concerning  eli¬ 
gibility  requirements  of  mortgages  cov¬ 
ering  one-  to  four-family  dwellings 
under  section  203  of  the  National  Hous¬ 
ing  Act  apply  to  mortgages  on  dwellings 
insured  imder  section  221  of  the  Na¬ 
tional  Housing  Act  except  the  following 
provisions: 

Sec. 

203.17  Mortgage  provisions. 

203.18  Maximum  mortgage  amoimts. 

203.19  Mortgagor’s  minimum  Investment. 
203.28  Economic  soundness  of  project. 
203.40  Location  of  property. 

203  .42  Rental  properties. 

203.50  etseq.  Insmed  home  improvement 
loans. 

(b)  For  the  purposes  of  this  subpart 
all  references  in  Part  203  of  this  chapter 
to  section  203  of  the  Act  shall  be  con¬ 
strued  to  refer  to  section  221  of  Uie  Act. 

§  221.3  Definition  of  displaced  family. 

As  used  In  this  subpart,  the  term  “dis¬ 
placed  family”  shall  mean  a  family  dis¬ 
placed  from  an  urban  renewal  area,  or  as 
a  result  of  governmental  action,  or  as  a 
result  of  a  disaster  determined  by  the 
President  to  be  a  major  disaster. 

§  221.5  Mortgage  form. 

The  mortgage  shall  be  executed  upon 
a  form  approved  by  the  Commissioner  for 


use  in  the  jurisdiction  In  which  the  prop¬ 
erty  covered  by  the  mortgage  is  sltuat^ 
and  shall  be  a  first  lien  upon  property 
that  conforms  with  property  standards 
prescribed  by  the  Commissioner. 

§  221.10  Maximum  mortgage  amount — 
duliar  limitation. 

A  mortgage  executed  by  a  mortgagor 
who  is  an  occupant  of  the  property  shall 
not  exceed: 

(a)  $18,000  for  a  one-family  residence, 
except  that  such  amoimt  may  be  in¬ 
creased  to  $21,000  in  the  case  of  a  family 
with  five  or  more  persons. 

(b)  $24,000  for  a  two-family  residence. 

(c)  $32,400  for  a  three-family  resi¬ 
dence. 

(d)  $39,60C  for  a  four-family  resi¬ 
dence. 

§221.11  Increased  mortgage  amount — 
high  cost  areas. 

In  any  geographical  area  where  the 
Commissioner  finds  cost  levels  so  require, 
the  Commissioner  may  increase  the  dol¬ 
lar  amount  limitations  set  forth  In 
§  221.10  to  amounts  not  to  exceed: 

(a)  $21,000  for  a  one-family  residence, 
except  that  such  amount  may  be  in¬ 
creased  to  $24,000  in  the  case  of  a  family 
with  five  or  more  persons. 

(b)  $30,000  for  a  two-family  residence. 

(c)  $38,400  for  a  three-family  resi¬ 
dence. 

(d)  $45,600  for  a  four-family  resi¬ 
dence. 

§  221.12  Eligibility  limitations — two-  to 
four-family  residences. 

A  mortgage  secured  by  property  upon 
which  there  is  located  a  dwelimg  de¬ 
signed  principally  for  a  two-,  three-,  or 
four-family  residence  shall  not  be  eligi¬ 
ble  for  insurance  under  this  section  un¬ 
less  one  of  the  dwelling  units  is  occupied 
by  the  mortgagor, 

§  221.20  Maximum  mortgage  amount — 
loan-to-value  limitation. 

In  addition  to  meeting  the  dollar  limi¬ 
tations  as  set  forth  in  this  subpait,  the 
mortgage  amount  shall  be  limited  as 
follows: 

(a)  Occupant  mortgagors.  (1)  When 
the  mortgagor  Is  the  occupant  of  the 
property,  the  mortgage  shall  not  exceed: 

(1)  The  Commissioner’s  estimate  of 
the  appraised  value  of  the  property  as 
of  the  date  the  mortgage  Is  accepted  for 
Insmance,  where  repair  and  rehabilita¬ 
tion  is  not  Involved;  or 

(li)  In  the  case  of  rehabilitation,  the 
amount  of  the  mortgage  shall  not  exceed 
the  sum  of  the  estimated  cost  of  repair 
and  rehabilitation  and  the  Commis¬ 
sioner’s  estimate  of  the  value  of  the 
property  before  repair  and  rehabilita¬ 
tion. 

(2)  ’The  limitations  In  subparagraph 
(1)  of  this  paragraph  are  applicable 
only  if: 

(i)  The  application  for  insurance  Is 
for  the  construction  of  a  proposed  dwell¬ 
ing  which  Is  approved  for  mortgage  In¬ 
surance  prior  to  the  beginning  of  con¬ 
struction;  or 


(11)  Construction  was  completed  more 
than  1  year  preceding  the  date  of  the 
application  for  insurance;  or 

(iil)  The  dwelling  was  approved  for 
guaranty.  Insurance,  or  direct  loan  by 
the  Administrator  of  Veterans  Affairs 
prior  to  the  beginning  of  construction. 

(3)  If  the  conditions  of  subparagraph 
(2)  are  not  met.  the  amount  of  the  mort¬ 
gage  shall  not  exceed  90  percent  of  the 
amount  computed  under  subparagraph 
(1)  of  this  paragraph. 

(b)  Nonoccupant  mortgagors.  If  the 
property  is  to  be  built  or  acquired  and 
rehabilitated  for  sale  and  the  Insured 
mortgage  financing  is  required  to  facili¬ 
tate  the  construction  or  the  repair  or 
rehabilitation  of  the  dwelling  and  pro¬ 
vide  financing  pending  the  subsequent 
sale  thereof  to  a  qualified  owner-occu¬ 
pant,  85  percent  of  the  amount  com¬ 
puted  under  paragraph  (a)  or  85  percent 
of  the  value  of  the  property,  whichever 
is  the  lesser,  as  of  the  date  the  mortgage 
is  accepted  for  insurance,  if  the  mort¬ 
gagor  is  not  the  occupant. 

§  221.21  Mnxiinuin  mortgage  amount — 
limitatioiu  on  refinancing. 

In  addition  to  the  limitations  set  forth 
In  S9  221.10,  221.11,  and  221.20,  in  any 
case  involving  refinancing,  the  mortgage 
shall  not  exceed  the  estimated  cost  of 
repair  and  rehabilitation  and  the 
amount,  as  determined  by  the  Commis¬ 
sioner.  required  to  refinance  the  exist¬ 
ing  Indebtedness  secured  by  the  property. 

§  221.25  Due  date  of  mortgage. 

The  mortgage  shall  come  due  on  the 
first  day  of  the  month. 

§  221.30  Maturity  of  mortgage. 

(a)  The  mortgage  shaU  provide  for 
complete  amortisation  iiot  to  exceed  30 
years  from  the  date  of  the  beginning  of 
amortization  of  the  mortgage,  except 
that  such  maturity  may  be  35  or  40  years 
in  the  following  instances: 

(1)  In  the  case  of  a  displaced  family. 
If  it  is  determined  by  the  Commissioner 
that  the  mortgagor  is  not  able  to  make 
the  required  payments  under  a  mortgage 
having  a  shorter  amortization  period. 

(2)  In  the  case  of  any  other  mort¬ 
gagor,  If  it  Is  determined  by  the  Com¬ 
missioner  that  the  mortgagor  Is  an  owner 
occupant  of  the  property  and  is  not  able 
to  make  the  required  paym^ts  under  a 
mortgage  having  a  shorter  amortization 
period,  and  the  dwelling: 

(I)  Was  approved  for  mortgage  in¬ 
surance  by  the  Commissioner  prior  to  the 
beginning  of  construction  or  approved 
for  guaranty.  Insurance,  or  dirrot  loan 
by  the  Administrator  of  Veterans’  Affairs 
prior  to  such  amortization;  and 

(II)  Was  inspected  by  the  PHA  and 
found  to  have  been  completed  In  com¬ 
pliance  with  the  terms  of  the  FHA  com¬ 
mitment,  or  inspected  by  the  VA  and 
found  to  have  been  completed  In  com¬ 
pliance  with  the  terms  of  the  VA 
Certificate  of  Reasonable  Value. 

(b)  No  mortgage  shall  have  a  maturity 
exceeding  three-quarters  of  the  Commis¬ 
sioner’s  estimate  of  the  remaining  eco¬ 
nomic  life  of  the  building  improvements. 
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§  221.32  Beginning  of  payments  on 
mortgage. 

The  mortgage  shall  provide  for  pay¬ 
ments  to  principal  and  interest  to  begin 
not  later  than  the  first  day  of  the  month 
following  60  days  from  the  date  the 
mortgagee’s  certificate  on  the  commit¬ 
ment  was  executed. 

§  221.35  Disbursement  of  mortgage 
amount. 

The  entire  principal  amount  of  the 
mortgage  shall  be  disbursed  to  the  mort¬ 
gagor  or  his  creditors  for  the  mortgagor’s 
account  and  with  his  consent. 

§  221.40  Amortization  period  of  the 
mortgage. 

The  amortization  period  of  the  mort¬ 
gage  shall  be  either  10.  15,  20,  25,  30,  35, 
or  40  years  by  providing  for  either  120, 
180,  240,  300,  360,  420,  or  480  monthly 
amortization  payments. 

§  221.45  Mortgage  obligation  in  multi¬ 
ples. 

The  mortgage  shall  involve  a  principal 
obligation  in  multiples  of  $50. 

§  221.50  Mortgagor's  minimum  invest¬ 
ment. 

At  the  time  a  mortgage  is  insured,  the 
mortgagor  shall  have  paid,  in  cash  or  its 
equivalent,  on  account  of  the  property 
at  least  3  percent  of  the  Commissioner’s 
estimate  of  its  acquisition  cost,  except 
where  the  mortgagor  is  a  displaced 
family.  A  mortgagor  qualifying  as  a  dis¬ 
placed  family  shall  have  paid  in  cash 
or  its  equivalent  on  account  of  the  prop¬ 
erty,  at  the  time  the  mortgage  is  insured, 
not  less  than: 

(a)  $200  for  a  one-family  dwelling; 

(b)  $400  for  a  two-family  dwelling; 

(c)  $600  for  a  three-family  dwelling; 

(d)  $800  for  a  four-family  dwelling; 

§  221.54  Inclusion  of  closing  costs  and 
expenses  in  cash  payment. 

The  mortgagor’s  required  minimum  in¬ 
vestment  may  include  amounts  covering 
settlement  costs,  initial  payments  for 
taxes,  hazard  insurance  premiums,  mort¬ 
gage  insurance  premiums,  and  other  pre¬ 
paid  expenses  as  approved  by  the 
Oommis^oner. 

§  221.55  Deferred  sale  of  properties. 

A  mortgagor  under  a  mortgage  cover¬ 
ing  a  one-family  dwelling  may,  subject 
to  such  terms  and  conditions  as  the 
Commissioner  may  prescribe,  be  per¬ 
mitted  to  sell  the  property  to  a  displaced 
person  on  a  deferred  payment  basis,  to 
provide  for  the  accumulation  of  the  re¬ 
quired  cash  payment. 

Insurance  Under  221(h) 

§  221.60  Eligibility  requirements  for 
low  income  homeowners. 

(a)  Application  of  subpart  to  section 
22 Hh).  Except  as  provided  in  this  sec¬ 
tion,  all  of  the  provisions  of  this  subpart 
shall  apply  to  the  Insurance  of  a  home 
mortgage  imder  section  221(h)  of  the 
National  Housing  Act. 


RULES  AND  REGULATIONS 

(b)  Definitions.  As  used  in  this  sec¬ 
tion,  the  following  terms  shall  have  the 
meaning  indicated: 

(1)  “Single  family  dwelling’’  includes 
a  two  family  dwelling  in  which  one  of 
the  units  is  occupied  by  the  owner. 

(2)  "Assessment,”  when  used  in 
a  mortgage  covering  a  one  family  unit 
in  a  condominium  project  (except  where 
the  term  refers  to  assessments  and 
charges  by  the  association  of  owners) 
means  special  assessments  by  state  or 
local  governmental  agencies,  districts,  or 
other  public  taxing  or  assessing  bodies. 

(c)  Types  of  transactions.  The  mort¬ 
gage  shall  involve  one  of  the  following 
types  of  transactions: 

(1)  The  financing  of  the  purchase  of 
a  rehabilitated  single  family  dwelling  or 
a  rehabilitated  one  family  imit  in  a  con¬ 
dominium  project  from  a  nonprofit 
mortgagor  by  a  low  income  purchaser. 

( 2 )  The  rehabilitation  or  improvement 
and  refinancing  of  a  single  family 
dwelling  owned  and  occupied  by  a  mort¬ 
gagor  who  has  purchased  the  dwelling 
from  a  nonprofit  organization  that  is 
engaged  in  purchasing,  rehabilitating 
and  selling  substandard  housing. 

(d)  Application  and  commitment  ex¬ 
tension  fees.  The  mortgagee  shall  not  be 
required  to  pay  an  application  fee  or  a 
commitment  extension  fee,  if  the  mort¬ 
gage  is  financing  the  purchase  of  prop¬ 
erty  from  a  nonprofit  mortgagor  that  has 
paid  tile  applicable  fees  required  by 
§  221.506a  in  connection  with  a  project 
mortgage  covering  the  same  property. 
Such  fees  shall  be  paid,  where  applicable, 
in  connection  with  a  mortgage  involving 
the  rehabilitation  or  improvement  and 
refinancing  of  property  owned  by  the 
mortgagor. 

(e)  Income  qualifications.  To  qualify 
imder  this  section,  the  mortgagor’s  in¬ 
come  shall  be  approved  by  the  Commis¬ 
sioner  as  meeting  the  requirements  of 
section  221(h)  of  the  Act. 

(f)  Maximum  mortgage  amount.  ’The 
mortgage  shall  involve  a  principal  obli¬ 
gation  in  an  amount  not  exceeding  that 
portion  of  the  unpaid  balance  of  the 
project  mortgage  which  is  allocable  to 
the  dwelling  being  purchased. 

(g)  Mortgage  maturity.  The  mortgage 
shall  bo  limited  to  a  term  not  exceeding 
the  term  of  the  project  mortgage  re¬ 
maining  at  the  time  of  the  purchase. 

(h)  Mortgagor’s  minimum  investment. 
At  the  time  the  mortgage  is  Insured,  the 
mortgagor  shall  have  paid  on  account 
of  property  at  the  time  of  purchase  or  at 
the  time  of  rehabilitation  or  improve¬ 
ment  and  refinancing,  as  applicable,  not 
less  than  $200  (in  cash  or  its  equivalent) 
all  or  any  part  of  which  may  be  applied 
in  payment  of  closing  costs, 

(i)  Mortgage  interest  rate.  (1)  The 
mortgage  shall  initially  bear  interest  at 
the  rate  of  1  percent,  2  percent  or  3  per¬ 
cent  per  annum  depending  upon  the  in¬ 
come  of  the  mortgagor.  ’The  3  percent  in¬ 
terest  rate  shall  apply  if  20  percent  of 
the  mortgagor’s  annu^  family  income  is 
sufBcient  to  make  mortgage  payments  of 
principal,  interest,  taxes,  and  insurance 
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at  the  3  percent  rate.  If  20  percent  of  the 
n.ortgagor’s  annual  family  Income  is  In- 
sufiBclent  to  make  such  mortgage  pay¬ 
ments  at  the  3  percent  rate,  but  is  suf¬ 
ficient  to  make  such  payments  at  a  2 
percent  rate,  then  the  Interest  rate  shall 
initially  be  2  percent  per  annum.  If  20 
percent  of  the  mortgagor’s  annual  family 
income  is  insuflBcient  to  make  such  mort¬ 
gage  payments  at  2  percent,  then  the 
interest  rate  shall  initially  be  1  percent 
F>er  annum. 

(2)  ’The  mortgage  shall  provide  that 
if  the  initial  interest  rate  is  set  at  1 
percent,  the  rate  will  be  increased  to  2 
percent  when  the  mortgagee  determines 
that  20  percent  of  the  family  income  of 
the  mortgagor  is  sufficient  to  make  mort¬ 
gage  payments  of  principal.  Interest, 
taxes,  and  insurance  at  the  2  percent 
rate,  and  to  3  percent  when  the  mort¬ 
gagee  determines  that  20  percent  of  the 
mortgagor’s  income  is  sufficient  to  make 
such  mortgage  payments  at  the  3  percent 
rate.  The  mortgage  shall  also  provide 
for  comparable  Increase  to  a  3  percent 
Interest  rate  if  the  mortgage  initially 
bears  Interest  at  2  percent. 

(3)  The  mortgage  shall  provide  that  if 
the  rate  of  Interest  is  Increased,  such  rate 
shall  not  thereafter  be  decreased. 

(4)  In  determining  the  mortgagor’s 
family  income,  for  the  purpose  of  the  20 
percent  requirement  specified  in  sub- 
paragraph  (1)  of  this  paragraph,  there 
shall  be  deducted  an  amount  equal  to 
$300  for  each  person  under  21  who  is  a 
member  of  the  Immediate  family  and 
living  with  such  family;  and  the  earn¬ 
ings  of  the  person  under  21  shall  not  be 
Included  in  family  income, 

(J)  Interest  rate  increase — discontin¬ 
uance  of  occupancy.  The  mortgage  shall 
provide  that  if  the  mortgagor  does  not 
continue  to  occupy  the  property,  the  in¬ 
terest  rate  shall  increase  to  the  maximum 
rate  in  effect  under  this  subpart  at  the 
time  the  commitment  for  Insurance  was 
issued  on  the  project  mortgage  (where 
the  mortgage  finances  the  purchase  of 
the  property  from  a  nonprofit  mort¬ 
gagor)  or  on  the  individual  mortgage 
(where  the  mortgage  finances  the  re¬ 
habilitation  or  improvement  and  refi¬ 
nancing  of  property  owned  by  the  mort¬ 
gagor)  .  If  the  property  is  sold  to  one  of 
the  following  purchasers,  the  increase  in 
Interest  rate  shall  not  be  required; 

(1)  A  nonprofit  organization  which 
has  been  engaged  in  purchasing  and  re¬ 
habilitating' deteriorating  and  substand¬ 
ard  housing  with  financing  provided 
pursuant  to  section  221(h)  of  the  Na¬ 
tional  Housing  Act,  except  that  the  sale 
must  be  to  the  same  nonprofit  organiza¬ 
tion  from  which  the  unit  was  purchased 
if  the  mortgage  finances  such  purchase. 

(2)  A  public  housing  agency  under  the 
U.S.  Housing  Act  of  1937  having  Juris¬ 
diction  over  the  area  where  the  dwelling 
is  located. 

(3)  A  low  income  purchaser  meeting 
the  Income  requirements  of  section  221 
(h)  of  the  Act. 

(k)  Mortgage  requirements — purchase 
from  nonprofit.  Where  the  mortgage  is 
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financing  the  purchase  of  the  property 
from  a  nonprofit  mortgagor,  the  mort¬ 
gage  shall  comply  with  each  of  the  fol¬ 
lowing  requirements: 

(1)  It  shall  involve  a  principal  obli¬ 
gation  in  an  amount  not  exceeding  that 
portion  of  the  impald  balance  of  the 
project  mortgage  which  is  allocable  to 
the  dwelling  being  purchased. 

(2)  It  shall  be  limited  to  a  term  not 
exceeding  the  term  of  project  mortgage 
remaining  at  the  time  of  the  purchase. 

(1)  Property  requirements — purchase 
of  condominium  unit.  Where  the  prop¬ 
erty  being  purchased  from  a  nonprofit 
mortgagor  involves  a  one- family  unit 
in  a  condominium  project,  the  following 
additional  requirements  shall  be  met: 

(1)  Plan  of  apartment  owner  ship.  Tht 
project  In  which  the  family  imlt  Is  lo¬ 
cated  shall  have  been  committed  to  a 
plan  of  apartment  ownership  by  ena¬ 
bling  deed,  deed  of  constitution,  public 
deed,  or  other  recorded  instrument  which 
has  been  approved  by  the  Commissioner 
prior  to  Its  execution,  and  which  is  certi¬ 
fied  by  the  mortgagee  as  acceptable  and 
binding  within  the  jurisdiction  where 
the  project  is  located. 

(2)  Certificate  by  mortgagee.  The 
mortgagee  shall  certify  as  to  each  of  the 
following: 

(I)  That  the  individual  deed  for  the 
family  unit  to  be  covered  by  an  FHA- 
insured  mortgage  complies  with  all  legal 
requirements  of  the  jurisdiction  and  that 
ownership  thereunder  is  subject  to  the 
plan  of  apartment  ownership. 

(II)  That  the  mortgagor  has  good  and 
marketable  title 'Ic  the  family  unit  sub¬ 
ject  only  to  the  mortgage  which  is  a  valid 
first  lien  on  the  proiJerty. 

(ill)  That  the  family  unit  is  assessed 
and  subject  to  assessment  for  taxes  per¬ 
taining  to  the  unit. 

(3)  FHA  controls  for  consumer  and 
public  interest.  The  Commissioner  may 
require  the  execution  of  a  regulatory 
agreement  which  shall  be  made  appli¬ 
cable  to  any  association  or  cooperative  of 
owners  and  to  any  subsequent  owmer  of 
a  family  imit.  The  Commissioner  may 
impose  such  additional  conditions  and 
provisions  as  he  deems  necessary  for  the 
protection  of  the  consumer  and  public 
interest. 

(4)  Project  mortgage  certification. 
The  project  mortgagee  shall  certify  that, 
without  regard  to  any  provisions  that 
may  be  contained  in  the  mortgage  re¬ 
lating  to  prepayment,  no  charge  is  con¬ 
templated  or  has  been  collected  for  the 
prepasmient  In  full  of  the  project 
mortgage. 

(5)  Mortgage  covenant  concerning 
common  expenses  and  assessments.  The 
mortgage  presented  for  insurance  shall 
contain  a  covenant  by  the  mortgagor  to 
pay  the  allocated  share  of  the  common 
expenses  or  assessments  and  charges  by 
the  Association  of  Owners  as  provided  in 
the  Plan  of  Apartment  Ownership  and 
a  provision  approved  by  the  Commis¬ 
sioner  by  which  the  regulatory  agree¬ 
ment  is  incorporated  in  and  made  a  part 
of  the  mortgage. 


RULES  AND  REGULATIONS 

Insurance  Under  221(1) 

§  221.65  Eligibility  requiremcnUi  for 
low  and  moderate  income  purchaser 
of  family  unit  in  condominium. 

(a)  Incorporation  by  reference.  Except 
as  provided  in  this  section,  all  of  the  pro¬ 
visions  of  this  subpart  shall  apply  to  the 
Insurance  of  a  mortgage  under  section 
221(1)  of  the  National  Housing  Act 
covering  the  purchase  of  a  family  unit 
in  a  condominium  by  a  low  or  moderate 
Income  mortgagor. 

(b)  Purchaser  qualifications.  To  qual¬ 
ify  as  a  mortgagor,  the  purchaser 
shall  be  approved  by  the  Commissioner 
as  having  an  income  within  the  limits 
prescribed  for  occupants  in  projects 
financed  with  a  below  market  interest 
rate  mortgage  Insured  pursuant  to 
§S  221.501  etseq. 

(c)  Application  and  commitment  fees. 
A  mortgagee  shall  not  be  required  to  pay 
an  application  fee  or  a  commitment 
extension  fee  if  the  mortgagor  is  pur¬ 
chasing  the  family  unit  in  connection 
with  the  Initial  conversion  to  condomln- 
liun  ownership  of  a  project  financed 
with  a  mortgage  insured  pursuant  to 
SS  221.501  et  seq. 

(d)  Mortgage  requirements.  The 
mortgage  shall  comply  with  the  follow¬ 
ing.  requirements : 

(1)  It  shall  involve  a  principal  obliga¬ 
tion  in  an  amount  not  exceeding  97  per¬ 
cent  of  the  Commissioner’s  appraised 
value  of  the  family  iinlt,  including  the 
mortgagor’s  Interest  in  the  common 
areas  and  facilities,  as  of  the  date  the 
mortgage  is  accepted  for  insurance. 

(2)  It  shall  bear  Interest  at  the  below 
market  rate  in  effect  under  §  221.518(b) 
at  the  time  of  the  Issuance  of  the  com¬ 
mitment. 

(3)  It  shall  provide  for  complete 
amortization  within  40  years  from  the  be¬ 
ginning  of  amortization  or  within  three- 
quarters  of  the  Commissioner’s  estimate 
of  the  economic  life  of  the  building  im¬ 
provements,  whichever  period  is  the 
lesser. 

(4)  It  shall  provide  that  if  the  mort¬ 
gagor  does  not  continue  to  occupy  the 
property,  the  Interest  rate  shall  Increase 
to  the  maximum  rate  in  effect  under  this 
subpart  at  the  time  the  commitment  for 
insurance  was  Issued  on  the  project 
mortgage,  except  that  the  Increase  in  in¬ 
terest  rate  shall  not  be  applicable  if  the 
property  is  sold  to  one  of  the  following 
purchasers: 

(I)  A  nonprofit  organization  approved 
by  the  Commissioner. 

(II)  A  low  or  moderate  income  pur¬ 
chaser  meeting  the  requirements  of  para¬ 
graph  (b)  of  this  section. 

(5)  It  shall  initially  bear  interest  at 
the  rate  of  3  percent,  4  percent,  5  per¬ 
cent  or  6  percent  per  annum,  depending 
upon  the  Income  of  the  mortgagor.  The 
interest  rate  shall  be  established. at  the 
highest  of  such  percentages  as  the 
mortgagor  will  be  able  to  pay  using  20 
percent  of  his  annual  family  Income.  A 
provision  shall  be  included  in  the  mort¬ 
gage  to  require  that  if  the  mortgagee 


determines  that  20  percent  of  the  mort¬ 
gagor’s  annual  family  Income  is  suffi¬ 
cient  to  make  mortgage  payments  at  a 
greater  interest  rate  than  initially  estab¬ 
lished,  the  interest  rate  shall  be  increased 
in  1  percent  Increments  up  to  6  percent 
per  anniun  with  any  additional  incre¬ 
ment  increasing  the  Interest  up  to  the 
maximum  rate  permitted  under  this  sub¬ 
part  at  the  time  the  commitment  was 
issued  for  the  Insurance  of  the  mortgage 
pursuant  to  this  subpart.  In  determining 
the  mortgagor’s  family  income,  there 
shall  be  deducted  an  amount  equal  to 
$300  for  each  minor  person  who  is  a 
member  of  the  immediate  family  and 
living  with  such  family;  and  the  earn¬ 
ings  of  the  minor  person -shall  not  be 
included  in  family  income. 

(6)  It  shal  provide  that  if  the  rate  of 
interest  is  increased,  such  rate  shall  not 
thereafter  be  decreased. 

(e)  Family  unit  price.  The  price,  in¬ 
cluding  closing  costs,  for  which  the  fam¬ 
ily  unit  is  sold  to  the  mortgagor  shall 
not  exceed  the  Commissioner’s  appraised 
value. 

(f)  Downpayment  by  mortgagor.  At 
the  time  the  mortgage  is  insvu^,  the 
mortgagor  shall  have  paid  on  account  of 
the  property  not  less  than  3  percent  of 
the  acquisition  cost,  in  cash  or  its  equiv¬ 
alent,  all  or  part  of  which  may  be  applied 
in  pa3rment  of  closing  costs. 

(g)  Enabling  instrument.  The  family 
unit  shall  have  been  committed  to  a  plan 
of  apartment  ownership  by  enabling 
deed,  deed  of  constitution,  public  deed  or 
other  recorded  instrument  which  has 
been  approved  by  the  Commissioner  prior 
to  its  execution,  and  which  is  certified  by 
the  mortgagee  as  acceptable  and  binding 
within  the  jurisdiction  where  the  proj¬ 
ect  is  located. 

(h)  Certificate  of  mortgagee.  The 
mortgagee  shall  certify  as  to  each  of  the 
following: 

(1)  ’That  the  individual  deed  for  the 
family  unU  to  be  covered  by  an  FHA-ln- 
sured  mortgage  complies  with  all  legal 
requirements  of  the  jurisdiction  and  that 
ownership  thereunder  is  subject  to  the 
plan  of  apartment  ownership. 

(2)  That  the  mortgagor  has  good  mar¬ 
ketable  title  to  the  family  xmlt  subject 
only  to  the  mortgage  which  is  a  valid 
first  lien  on  the  property. 

(3)  That  the  family  unit  is  assessed 
and  subject  to  assessment  for  taxes  per¬ 
taining  to  the  imit. 

(1)  Regulatory  agreement  and  condi¬ 
tions.  'Hie  Commissioner  may  require  the 
execution  of  a  regulatory  agreement 
which  shall  be  made  applicable  to  any 
association  or  cooperative  of  owners  and 
to  any  subsequent  owner  of  a  family  unit. 
Tlie  Commissioner  may  Impose  such  ad¬ 
ditional  conditions  and  provisions  as  he 
deems  necessary  for  the  protection  of  the 
consumer  and  public  interest. 

(j)  No  prepayment  charge.  'The  proj¬ 
ect  mortgagee  shall  certify  that,  without 
regard  to  any  provisions  that  may  be  con¬ 
tained  in  the  mortgage  relating  to  pre¬ 
payment,  no  charge  is  contemplated  or 
has  been  collected  for  the  prepasonent  in 
full  of  the  project  mortgage. 
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(k)  Payment  of  common  expenses. 
The  mortgage  presented  for  insurance 
shall  contain  a  covenant  by  the  mort¬ 
gagor  to  i>ay  the  allocated  share  of  the 
common  expenses  or  assessments  and 
charges  by  the  Association  of  Owners  as 
provided  in  the  Plan  of  Apartment  Own¬ 
ership  and  a  provision  approved  by  the 
Commissioner  by  which  the  regulatory 
agreement  is  incorporated  in  and  made 
a  part  of  the  mortgage. 

(l)  Definition  of  assessment.  As  used 
in  the  mortgage,  the  term  “assessment,” 
except  where  it  refers  to  assessments  and 
charges  by  the  Association  of  Owners, 
shall  be  defined  to  mean  "special  assess¬ 
ments  by  state  or  local  governmental 
agencies,  districts  or  other  public  taxing 
or  assessing  bodies.” 

Subpart  B — Contract  Rights  and 
Obligations — Low  Cost  Homes 
§  221.251  Incorporation  by  reference. 

(a)  All  of  the  provisions  of  Subpart 
B,  Part  203  of  this  chapter  covering 
mortgages  insured  under  section  203  of 
the  National  Housing  Act  apply  to  mort¬ 
gages  covering  one-  to  four-family 
dwellings  Insured  under  section  221  of 
the  National  Housing  Act,  except  the 
following  provisions: 

Sec. 

203.260  Method  of  payment  of  MIP. 

203.261  CalnxUatlon  of  MIP. 

203.265  Amount  of  initial  MIP. 

203.266  Due  date  of  initial  MIP. 

203.267  Period  covered  by  initial  MIP. 

208.268  Adjustment  of  initial  MIP. 

203.269  Pro  rata  payment  of  initial  MIP. 

203.275  Amount  of  annual  MIP. 

203.276  Due  date  of  annual  MiP. 

203.277  Duration  of  annual  MIP. 

203.278  Pro  rata  payment  of  annu-il  MIP. 

203.285  Computation  of  adjusted  premium. 

203.286  Maximum  adjusted  MIP. 

203.287  Prepayments  excepted  from  ad¬ 

justed  premium  charge. 

203.295  Voluntary  termination  of  insurance. 

203.296  Computation  of  voluntary  termina¬ 

tion  charge. 

203.297  Maximum  voluntary  termination 

charge. 

203.298  Exception  from  voluntary  termi¬ 

nation  charge. 

203.389  Waived  title  objections. 

203.400  Method  of  payment. 

203.420  Nature  of  Mutual  Mortgage  Insur¬ 

ance  Fund. 

203.421  Allocation  of  Mutual  Mortgage  In¬ 

surance  Fund  Income  or  loss. 

203.422  Right  and  liability  under  Mutual 

Mortgage  Insurance  Fund. 

203.423  Distribution  of  distributive  shares. 

203.424  Maximum  amount  of  distributive 

shares. 

203.425  Finality  of  determination. 

(b)  For  the  purposes  of  this  subpart, 
all  references  in  Part  203  of  this  chapter 
to  section  203  of  the  act  shall  be  con¬ 
strued  to  refer  to  section  221  of  the  act, 
and  all  references  to  the  Mutual  Mort¬ 
gage  Insurance  Fund  shall  be  construed 
to  refer  to  the  General  Insurance  F^md. 

§  221.254  Mortgage  insurance  premi¬ 
ums,  adjusted  mortgage  insurance 
premiums,  and  voluntary  termination 
charges. 

(a)  All  of  the  provisions  of  5§  203.260 
through  203.298  of  this  chapter  relating 
to  mortgage  insurance  premiums,  ad- 
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justed  mortgage  insurance  premiums, 
and  voluntary  termination  charges  shall 
apply  to  mortgages  Insured  under  this 
subpart,  except  that  as  to  mortgages 
meeting  the  special  requirements  of 
§  221.60  or  §  221.65,  such  provisions  shadl 
only  be  applicable  under  the  circum¬ 
stances  prescribed  in  paragraph  (b)  of 
this  section. 

(b)  Whenever  the  Interest  rate  on  a 
mortgage  insured  under  this  part  as 
having  met  the  special  requirement  of 
§  221.60  or  §  221.65  shall  have  been  in¬ 
creased  to  the  maximum  rate  in  accord¬ 
ance  with  §  221.60(j),  1  221.65(d)(4) 
or  §  221.65(d)  (5),  the  provisions  of 
§§  203.260  through  203.298  of  this  chap¬ 
ter  relating  to  mortgage  insurance  pre¬ 
miums,  adjusted  mortgage  insurance 
premiums,  and  voluntary  termination 
charges  shall  apply,  except  that: 

(1)  References  to  the  original  prin¬ 
cipal  amount  shall  be  construed  as  the 
scheduled  unpaid  principal  balance, 
without  taking  Into  accoimt  delinquent 
payments  or  prepayments,  on  the  date  of 
the  change  In  Interest  rate  required  un¬ 
der  the  mortgage. 

(2)  References  to  the  date  of  the  issu¬ 
ance  of  a  Mortgage  Insurance  Certificate 
or  the  date  of  the  endorsement  of  the 
credit  instrument  or  the  date  the  insur¬ 
ance  becomes  effective  shall  be  construed 
as  the  date  of  the  change  in  interest  re¬ 
quired  under  the  mortgage. 

(3)  References  to  the  first  year  of 
amortization  under  the  mortgage  shall  be 
construed  as  the  period  beginning  on  the 
date  of  the  change  in  interest  rate  re¬ 
quired  under  the  mortgage  and  ending 
on  the  next  anniversary  of  the  beginning 
of  amortization. 

(4)  References  to  the  120th  scheduled 
monthly  payment  shall  be  construed  as 
the  120th  scheduled  monthly  payment 
following  the  effective  date  of  the  change 
in  Interest  rate  required  under  the 
mortgage. 

§  221.255  Asslgiinicnl  option. 

(a)  Hie  mortgagee  has  the  option  to 
assign,  tran.sfer  and  deliver  to  the  Com¬ 
missioner  the  original  credit  instrument 
and  tlie  insured  mortgage  securing  the 
same,  provided  such  mortgage  is  not  in 
default  at  the  expiration  of  20  years 
from  the  date  it  was  endorsed  for  insur¬ 
ance.  When  such  option  has  been  ex¬ 
ercised,  the  obligation  of  the  mortgagee 
to  pay  the  premium  charges  shall  cease. 

(b)  The  mortgagee  may  exercise  its 
assignment  option  within  1  year  follow¬ 
ing  the  twentieth  anniversary  of  the  date 
the  mortgage  was  endorsed  for  insur¬ 
ance. 

(c)  Upon  the  exercise  of  the  assign¬ 
ment  option  the  Commissioner  shall 
issue  to  the  assignor  mortgagee  deben¬ 
tures  having  a  total  face  value  equal  to 
the  amount  of  the  original  principal 
obligation  of  the  mortgage  which  was 
unpaid  on  the  date  of  the  assignment, 
plus  accrued  interest  to  such  date. 

(d)  The  debentures  issued  pursuant  to 
the  exercise  of  an  assignment  option 
shall  be  dated  as  of  the  date  the  mort¬ 
gage  is  assigned  to  the  Commissioner 
and  shall  mature  10  years  after  such 
date. 
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(e)  The  debentures  issued  pursuant  to 
the  exercise  of  an  assignment  option 
shall  bear  interest  at  the  “going  Federa’ 
rate”  at  date  of  Issuance.  Tlie  “going 
Federal  rate”  means  the  annual  rate  of 
Interest  specified  by  the  Secretary  of 
the  Treasury  as  applicable  to  the  6- 
month  period  which  Includes  the  issu¬ 
ance  date  of  the  debentures.  The  Sec¬ 
retary  of  the  Treasury  shall  determine 
this  applicable  rate  by  estimating  the  av¬ 
erage  j^eld  to  maturity,  on  tiie  basis  of 
daily  closing  market  bid  quotations  or 
prices  during  the  month  of  May  or  the 
month  of  November,  as  the  case  may  be, 
next  preceding  such  6-month  period,  on 
all  outstanding  marketable  obligations  of 
the  United  States  having  a  maturity  date 
of  8  to  12  years  from  the  first  day  of  May 
or  November,  as  the  case  may  be.  If 
there  should  be  no  outstanding  market¬ 
able  obligations  of  the  United  States 
having  the  8  to  12  year  maturity  at  the 
time  the  Secretary  of  the  Treasury  Is  re¬ 
quired  to  determine  the  debenture  rate 
Involved,  the  obligation  next  shorter 
than  8  years  and  the  obligation  next 
longer  than  12  years  respectively,  shall 
be  used. 

(f )  Debentures  shall  bear  Interest  from 
the  date  of  issue,  payable  semiannually 
on  the  .first  day  of  January  and  the  first 
day  of  July  of  each  year  at  the  rate  in 
effect  on  the  issue  date,  a  date  which 
shall  be  established  as  provided  in  §  203.- 
410  of  this  chapter  The  interest  rate 
shall  be  established  by  the  Commlssionei 
in  an  amount  not  in  excess  of  the  an¬ 
nual  rate  of  interest  which  the  Secretary 
of  the  Treasury  shall  specify  as  appli¬ 
cable  to  the  6-month  period  (consisting 
of  January  through  June,  or  July 
through  December)  which  Includes  the 
issuance  date  of  such  debentures,  which 
applicable  rate  for  each  6-month  period 
shall  be  determined  by  the  Secretary  of 
the  Treasury,  at  the  request  of  the  Com¬ 
missioner,  by  estimating  the  average 
yield  to  maturity,  on  the  basis  of  daily 
closing  market  bid  quotations  or  prices 
during  the  calendar  month  next  preced¬ 
ing  the  establishment  of  such  rate  of  in¬ 
terest,  on  all  outstanding  marketable 
obligations  of  the  United  States  having 
a  maturity  date  of  15  years  or  more  from 
the  first  day  of  such  next  preceding 
month,  and  by  adjusting  such  estimated 
average  annual  yield  to  the  nearest  one- 
eighth  of  1  per  centum. 

§  221.256  Interest  rale  increase  and  pay¬ 
ment  of  mortgage  insurance  pre¬ 
miums  on  mortgages  under  §§  221.60 
and  221.65. 

(a)  Where  a  mortgage  meets  the 
special  requirements  of  §  221.60  or  221.65, 
tlie  following  procedures  are  applicable: 

(1)  The  mortgagee  shall  determine, 
at  least  biennially,  whether  the  mort¬ 
gagor  has  continued  to  occupy  the  prop¬ 
erty  securing  the  mortgage.  If  the 
mortgagee  determines  that  the  mort¬ 
gagor  is  not  occupying  the  property  or 
that  the  mortgagor  has  sold  the 
property  subject  to  the  mortgage  to  a 
purchaser  not  qualifying  under  the  pro¬ 
visions  of  §  221.60(h)  or  S  221.65(d)  (4) 
(as  appropriate)  for  the  continuation  of 
a  below  market  interest  xate,  interest 
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on  such  mortgage  shall  be  computed  by 
the  mortgagee  at  the  highest  rate  per¬ 
missible  imder  the  mortgage.  The  com¬ 
putation  at  the  higher  rate  shall  be 
effective  from  the  first  day  of  the  month 
following  the  month  in  which  the  right 
to  collect  interest  at  the  Increased  rate 
first  accrued,  as  determined  by  the 
mortgagee. 

(2)  The  mortgagee  shall  determine 
the  mortgagor’s  family  income,  at  least 
biennially,  and  shall  Increase  the  mort¬ 
gage  Interest  pursuant  to  the  require¬ 
ments  of  S§  221.60(g)  and  221.65(d)(5). 
as  appropriate,  to  comply  with  the  re¬ 
quirements  of  sue)'  sections.  The  com¬ 
putation  at  the  higher  rate  shall  be  effec¬ 
tive  from  the  first  day  of  the  month 
following  the  month  in  which  the  mort¬ 
gagee  determines  that  the  mortgagor’s 
family  income  was  increased. 

(b)  Hie  mortgagee  shall  notify  the 
Commissioner,  on  a  form  prescribed  by 
the  Commissioner,  within  30  days  of 
making  the  determination  of  the  right 
to  compute  interest  at  the  higher  rate, 
as  prodded  in  paragraph  (a)  of  this 
section,  of: 

(1)  The  date  on  which  such  right  first 
accrued,  and 

(2)  The  outstanding  principal  balance 
of  the  mortgage  on  the  first  day  of  the 
month  following  the  date  on  which  such 
right  first  accrued. 

(c)  The  liability  for  payment  cf  mort¬ 
gage  insmance  premiums,  adjusted 
mortgage  insurance  premiums,  and  vol¬ 
untary  termination  charges,  if  any,  shall 
begin  on  and  be  computed  from  the  first 
day  of  the  month  following  the  date  on 
wliich  the  right  to  compute  interest  at 
the  higher  rate  shall  have  first  accrued. 

§  221.275  Method  of  paying  insurance 
benefits. 

If  the  application  for  insurance  bene¬ 
fits  is  acceptable  to  the  Commisloner,  all 
of  the  Insurance  claim  shall  be  paid  in 
cash  unless  the  mortgagee  files  a  written 
request  with  the  application  for  pay¬ 
ment  in  debentures.  If  such  a  request 
Is  made,  all  of  the  claim  shall  be  paid 
by  Issuing  debentures  and  by  making 
a  cash  payment  adjusting  any  differ¬ 
ences  between  the  total  amoimt  of  the 
claim  and  the  amount  of  the  debentures 
Issued. 

§  221.280  Waived  title  objections. 

(a)  General  provisions.  All  of  the 
provisions  of  §  203.389  of  this  chapter 
(relating  to  the  waiver  by  the  Commis¬ 
sioner  of  objections  to  title)  shall  apply 
to  mortgages  insured  imder  this  subpart, 
with  the  exceptioi.  of  mortgages  involv¬ 
ing  condominium  units. 

(b)  Provisions  applicable  to  condo^ 
minium  units.  Where  the  mortgage  in¬ 
volves  a  condominium  unit,  the  Commis¬ 
sioner  shall  not  object  to  title  by  reason 
of  the  following  matters: 

( 1 )  Violations  of  a  restriction  based  on 
race,  color,  or  creed,  even  W’here  such 
restriction  provides  for  a  penalty  of 
reversion  or  forfeiture  of  title  or  a  lien 
for  liquidated  damage. 

(2)  Easements  for  pubhc  utilities 
along  one  or  more  of  the  property  lines, 
provided  the  exercise  of  the  rights  there- 
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under  do  not  interfere  with  any  of  the 
buildings  or  improvements  located  on 
the  subject  property. 

(3)  Encroachments  on  the  subject 
property  by  improvements  on  adjoining 
property,  provided  such  encroachments 
do  not  Interfere  with  the  use  of  any  im¬ 
provements  on  the  subject  property. 

(4)  Variations  between  the  length  of 
the  subject  property  lines  as  shown  on 
the  application  for  insurance  and  as 
shown  by  the  record  or  possession  lines, 
provided  such  variations  do  not  interfere 
with  the  use  of  any  of  the  improvements 
on  the  subject  property. 

(5)  Customary  buildings  or  use  re¬ 
strictions  for  breach  of  which  there  is  no 
reversion  and  which  have  not  been  vio¬ 
lated  to  a  material  extent. 

Special  Provisions  Applicable  Only  to 

Mortgages  Involving  Condominium 

Units 

§  221.300  Oianges  in  tbe  plan  of  apart¬ 
ment  ownership. 

The  mortgagee  shall  notify  the  Com¬ 
missioner  of  any  changes  in  the  plan  of 
apartment  ownership  and  in  the  admin¬ 
istration  of  the  property.  Such  notifica¬ 
tion  shall  be  given  either  at  the  time  of 
the  conveyance  of  the  property  or  at  the 
time  of  the  assignment  of  the  mortgage. 
Any  changes  in  such  plan  shall  require 
approval  by  the  Commissioner. 

§  221.305  Condition  of  the  multifamily 
structure. 

(a)  When  a  family  unit  is  conveyed  or 
a  mortgage  is  assigned  to  the  Commis¬ 
sioner,  the  family  unit  and  the  common 
areas  and  facilities  (including  restricted 
common  areas  and  facilities)  designated 
for  the  particular  unit  shall  be  undam¬ 
aged  by  fire,  earthquake,  tornado,  or 
boiler  explosion,  except  if  the  property 
has  been  damaged,  either  of  the  follow¬ 
ing  actions  shall  be  taken: 

(1)  The  property  may  be  repaired 
prior  to  its  conveyance  or  prior  to  the 
assignment  of  the  mortgage  to  the 
Commissioner. 

(2)  With  the  prior  approval  of  the 
Commissioner,  the  property  may  be  con¬ 
veyed  or  the  mortgage  assigned  to  the 
Commissioner  without  repairing  the 
damage.  In  such  Instances,  the  Commis¬ 
sioner  shall  deduct  from  the  insurance 
benefits  either  his  estimate  of  the  de¬ 
crease  in  VEdue  of  the  family  unit  or  the 
amount  of  any  insurance  recovery  re¬ 
ceived  by  the  mortgagee,  w'hichever  is 
the  greater. 

(b)  If  the  property  has  been  damaged 
by  fire  and  such  property  was  not  covered 
by  fire  Insurance  at  the  time  of  the  dam¬ 
age,  the  mortgagee  may  convey  the  prop¬ 
erty  or  assign  the  mortgage  to  the  Com¬ 
missioner  without  deduction  from  the  in¬ 
surance  benefits  for  any  loss  occasioned 
by  such  fire  if  the  following  conditions 
are  met: 

(1)  The  property  shall  have  been  cov¬ 
ered  by  fire  insurance  at  the  time  thQ 
mortgage  was  insured. 

(2)  The  fire  insurance  shall  have  been 
later  cancelled  or  renewal  shall  have 
been  refused  by  the  insuring  company. 

(3)  The  mortgagee  shall  have  notified 
the  Commissioner  within  30  days  (or 


within  such  further  time  as  the  Com¬ 
missioner  may  approve)  of  the  cancella¬ 
tion  of  the  fire  insurance  or  of  the  refusal 
of  the  Insuring  company  to  renew  the 
fire  insurance.  This  notification  shall 
have  been  accompanied  by  a  certification 
of  the  mortgagee  that  diligent  efforts 
were  made,  but  it  was  unable  to  obtain 
fire  Insurance  coverage  at  reasonably 
competitive  rates  and  that  it  will  con¬ 
tinue  its  efforts  to  obtain  adequate  fire 
insurance  coverage  at  competitive  rates. 

§221.310  Assessment  of  taxes. 

When  a  family  unit  is  conveyed  to  the 
Commissioner  or  a  mortgage  is  assigned 
to  the  Commissioner,  the  unit  shall  be 
assessed  and  subject  to  assessment  for 
taxes  pertaining  only  to  that  unit. 

§  221.315  Certificate  of  tax  assessment. 

The  mortgagee  shall  certify,  as  of  the 
date  of  filing  for  record  of  the  deed  or 
assignment  of  the  mortgage  to  the  Com¬ 
missioner.  that  the  family  unit  is  as¬ 
sessed  and  subject  to  assessment  for 
taxes  pertaining  to  that  unit. 

§  221.320  Certificate  or  statement  of 
condition. 

(a)  At  the  time  of  the  assignment  of 
the  mortgage  or  conveyance  of  the  prop¬ 
erty  to  the  Commissioner,  the  mort¬ 
gagee  shall,  as  of  the  date  of  the  filing 
for  record  of  the  deed  or  assignment, 

(1)  Certify  that  the  conditions  of 
§  221.305(a)  have  been  met;  or 

(2)  Submit  a  statement  describing 
any  such  damage  that  may  still  exist. 

(b)  In  the  absence  of  evidence  to  the 
contrary,  the  mortgagee’s  certificate  or 
its  statement  as  to  damage  shall  be  ac¬ 
cepted  by  the  Commissioner  as  establish¬ 
ing  the  condition  of  the  family  unit  and 
the  common  areas  and  facilities  includ¬ 
ing  restricted  common  aresus  and  facili¬ 
ties  designated  for  the  particular  unit. 

§  221.325  Cancellaticm  of  hazard  insur¬ 
ance. 

The  provisions  of  §  203.382  of  this 
chapter  are  Incorporated  by  reference 
and  shall  apply  to  hazard  insurance 
policies  carried  solely  for  the  family 
unit. 

Subpart  C — Eligibility  Requirements — 
Moderate  Income  Projects 

§  221.502  Application. 

(a)  An  application  for  the  issuance  of 
either  a  conditional  or  firm  commitment 
for  insurance  of  a  mortgage  on  a  project 
shall  be  submitted  by  an  approved  mort¬ 
gagee  and  by  the  sponsors  of  such  project 
through  the  local  FHA  ofSce  on  an  ap¬ 
proved  PHA  form. 

(b)  No  application  shall  be  considered 
unless  the  following  applicable  require¬ 
ments  are  met: 

(1)  All  of  the  exhibits  called  for  in  the 
application  are  submitted  to  the 
Commissioner. 

(2)  In  a  case  Involving  a  mortgage 
which  is  to  bear  Interest  at  the  below 
market  rate  provided  in  S  221.518(b),  the 
Commissioner  shall  have  issued  a  mem¬ 
orandum  evidencing  allocation  of  funds 
to  the  project. 
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